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NO. 4 


Editorial Comment 


FEDERAL RESERVE POLICY AND SPECULATION 


subject continues to engage the in- 

terest of the banks and the public. 
The recent warning of the Federal Re- 
serve Board concerning the dangers of 
undue speculation came rather late in 
the day. It cannot be supposed that the 
members of the board were uninformed 
as to what all others knew. If the 
speculative situation was such as to 
cause concern early in 1929, it has not 
been without dangerous tendencies for 
the last twelve months or more. Was 
the belated action of the board—or 
rather the threat of action—due to the 
fact that a Presidential campaign was 
impending or in progress? The Secre- 
tary of the Treasury is an influential 
member of the Federal Reserve Board. 
He is also powerful in politics. Like- 
wise he is human. It would be too 
much to expect of any incumbent of 
that distinguished office to take other- 
wise than a roseate view of the situation 
in the face of a national political cam- 
paign. This is one of the unavoidable 
tendencies attaching to a banking system 
mixed up with the country’s politics as 
is the Federal Reserve. 

It will not answer to dismiss these 
observations as merely academic. They 
are of a most practical character. The 
Federal Reserve Act linked banking and 
politics together in a manner and to an 
extent that many careful observers at 
the time the law was passed pointed out 
as being highly undesirable. This view 
has been sustained by experience. The 
assumption that banking and credit can 
be regulated and controlled at Wash- 
ington is a mistake. Nor should such 
regulation and control, to the extent 
that it may be properly exercised at all, 
be lodged with a governmental board 


A LTHOUGH an old story, the above 


appointed by the President of the United 
States. Such an expedient was justified 
at the time by the supposed analogy be- 
tween the United States Supreme Court 
and the Federal Reserve Board. It has 
been said with truth that perfect an- 
alogies are rare. Surely, the regulation 
of credit bears no analogy to the de- 
cision of purely constitutional questions. 

This is a phase of the problem that 
one day must be met. That will be only 
when public opinion in respect to bank- 
ing has reached a much higher level than 
at present. Meanwhile, the country 
must get along with things as they are. 

Showing wisdom after the event is 
not an exclusive prerogative of the 
Federal Reserve Board. Yet one finds 
it difficult to understand why the board 
waited until February 2, 1929, to issue 
its warning against speculation which 
had been rampant for a year and longer. 


THE BOARD'S POSITION 


OW the matter is viewed by the 
H Federal Reserve Board appears 
in the following statement, issued 

under date of February 17: 


“The economic system of the country 
has functioned efficiently and smoothly. 
Among the factors which have con- 
tributed to this result, an important 
place must be assigned to the operation 
of our credit system and notably to the 
steadying influence and moderating 
policies of the Federal Reserve System. 

“During the last year or more, how- 
ever, the functioning of the Federal Re- 
serve System has encountered interfer- 
ence by reason of the excessive amount 
of the country’s credit absorbed in 
speculative security loans. The credit 
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situation since the opening of the new 
year indicates that some of the factors 
which occasioned untoward develop- 
ments during the year, 1928, are still at 
work. The volume of speculative credit 
is still growing. 

“Coming at a time when the country 
has lost some $500,000,000 of gold, 
the effect of the great and growing 
volume of speculative credit has already 
produced some strain, which has re- 
flected itself in advances of from 1 to 
1Y% per cent. in the cost of credit for 
commercial uses. The matter is one 
that concerns every section of the 
country and every business interest, as 
an aggravation of these conditions may 
be expected to have detrimental effects 
on business and may impair its future. 

“The Federal Reserve Board neither 
assumes the right nor has it any disposi- 
tion to set itself up as an arbiter of se- 
curity speculation or values. It is, how- 
ever, its business to see to it that the 
Federal Reserve banks function as effec: 
tively as conditions will permit. 

“When it finds that conditions are 
arising which obstruct Federal Reserve 
banks in the effective discharge of their 
function of so managing the credit fa- 
cilities of the Federal Reserve System as 
to accommodate commerce and business, 
it is its duty to inquire into them and to 
take such measures as may be deemed 
suitable and effective in the circum- 
stances to correct them; which, in the 
immediate situation, means to restrain 
the use, either directly or indirectly, of 
Federal Reserve credit facilities in aid 
of the growth of speculative credit.” 


Like the scorpion, the sting here is in 
the tail. Note the concluding clause: 
“in the immediate situation to restrain 
the use, either directly or indirectly, of 
Federal Reserve credit facilities in aid 
of the growth of speculative credit.” 

Put in non-official language, this 
means that member banks showing large 
speculative loans will be denied the lend- 
ing or rediscount facilities of the Fed- 
eral Reserve banks. This, in effect, says 


to a bank that lends for speculation, you 
cannot borrow of your Federal Reserve 


The Federal 


bank for such purpose. 











THE BANKERS MAGAZINE 


Reserve Board cannot prohibit members 

from making loans for speculation. All 
that it can do is to keep the Federal 
Reserve banks from making loans to 
member banks for speculative purposes. 
It will be interesting to observe the 
working out of such a policy. 

All the capital and funds of the 
Federal Reserve banks have been sup- 
plied by member banks, compulsorily by 
national banks and voluntarily by state 
member banks. One reason why these 
funds were thus passed over from their 
owners to the Federal Reserve banks 
was that by so doing the rediscount 
facilities of the Federal Reserve banks 
would always be: open to members in 
case of need. That this consideration 
was a valuable one to the member banks, 
anyone at all conversant with our recent 
banking history will readily understand. 
Indeed, the rediscount privilege was one 
of the most valuable compensations the 
member banks received in exchange for 
the surrender of a percentage of their 
capital and of all of their legal reserves 
to the Federal Reserve System. If now 
this valuable privilege is denied the 
member banks unless their loan port: 
folios meet with the approval of the 
Federal Reserve Board at Washington, 
it becomes an interesting question what 
the member banks will do under the 
circumstances. They can, of course, if 
they wish to continue to borrow of their 
Federal Reserve bank, comply with the 
board’s requirements; or they can quit 
borrowing and rediscounting. Finally, 
they can get out of the system. 

Could the limits between speculative 
and what is considered “legitimate” busi- 
ness be more sharply defined, and could 
we be sure that speculative loans are 
harmful while all other loans are bene- 
ficial, the Washington view of banking 
operations might be accepted. But the 
situation is not quite so simple. Mr. 
McFadden, chairman of the Banking 
and Currency Committee of the House, 
recently said: 


“I do not think the assumption is 
warranted that brokers’ loans are de- 
priving business of funds, nor that all 
of the security loans are unproductive. 


—_— — = (7 


ie 

Lower LaSalle street, Chicago's financial center. This is the second of a series 

of etchings by Anton Schutz, one of which will be reproduced in THE BANKERS 
MaGAZINE each month during the year. 
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In my judgment there is too little known 
about the ultimate disposition of stock 
market loans to warrant any action de- 
signed to depress these loans by the 
Federal Reserve System.” 


Until we have more exact information 
on this matter, it will be well to proceed 
with some degree of caution before 
taking the drastic step proposed by the 
Federal Reserve Board. 


THE FEBRUARY SECOND STATE- 
MENT OF THE FEDERAL 
RESERVE BOARD 


S it is destined to be of historic 
interest, the statement of the Fed- 
eral Reserve Board, issued under 


date of February 2, is herewith pre- 
sented: 


“The firming tendencies of the money 
market which have been in evidence 
since the beginning of the year—con- 
trary to the usual trend at this season— 


make it incumbent upon the Federal 
Reserve banks to give constant and close 
attention to the situation in order that 
no influence adverse to the trade and 
industry of the country shall be exer- 
cised by the trend of money conditions, 
beyond what may develop as inevitable. 


“The extraordinary absorption of 
funds in speculative security loans, 
which has characterized the credit move- 
ment during the last year or more, in 
the judgment of the Federal Reserve 
Board, deserves particular attention lest 
it become a decisive factor working to- 
ward a still further firming of money 
rates to the prejudice of the country’s 
commercial interests. 

“The resources of the Federal Reserve 
System are ample for meeting the 
growth of the country’s commercial 
needs for credit, provided they are com- 
petently administered and protected 
against seepage into uses not contem- 
plated by the Federal Reserve Act. 

“The Federal Reserve Act does not, 
in the opinion of the Federal Reserve 
Board, contemplate the use of the re- 
sources of the Federal Reserve banks for 
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the creation or extension of speculative 
credit. A member bank is not within 
its reasonable claims for rediscount fa- 
cilities at its Federal Reserve bank when 
it borrows either for the purpose of mak- 
ing speculative loans or for the purpose 
of maintaining speculative loans. 

“The board has no disposition to as 
sume authority to interfere with the loan 
practices of member banks so long as 
they do not involve the Federal Reserve 
banks. It has, however, a grave re 
sponsibility whenever there is evidence 
that member banks are maintaining spec- 
ulative security loans with the aid of 
Federal Reserve credit. 

“When such is the case the Federal 
Reserve bank becomes either a contribut- 
ing or a sustaining factor in the current 
volume of speculative security credit. 
This is not in harmony with the intent 
of the Federal Reserve Act, nor is it con- 
ducive to the wholesome operation of 
the banking and credit system of the 
country.” 


One need not be “a great mathemati- 
cian” like Michael Cassio to figure out 
why the member banks rediscount with 
the Federal Reserve banks and then lend 
the funds so obtained on call in New 
York. It’s merely the difference between 
the rediscount rate and the call loan 
rate that tells the story. So long as 
member banks may rediscount at 5 per 
cent. and lend safely on call at double 
that rate, they are not apt to neglect 
this golden opportunity of making a 
handsome profit. Ordinarily, call loans 
on Stock Exchange collateral are among 
the safest to be had. But with rates 
ruling as high as they have lately done, 
there is a limit to business of this char- 
acter. A time comes when it can no 
longer be extended or even continued at 
its present volume. Many financial 
prophets have thought that time was 
reached long ago. They apparently did 
not sufficiently understand the real 
prosperity of the country and the boyish 
optimism of the American people. The 
volume of trading kept increasing, and 
prices went on advancing despite the 
warnings of the prophets. 
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Now, without trying to establish a 
line between speculation and _ other 
operations into which the use of credit 
enters, it may be said that should com- 
mercial borrowing be made difficult, or 
the rate for such credit be pushed up 
by too much credit being employed for 
dealing in stocks for profit, a situation 
would be reached of which the Federal 
Reserve Board would be bound to take 
note. Some difference of opinion still 
exists as to whether or not that situation 
confronts us now. The high rate on 
call loans is in itself a danger signal, but 
one to which little heed has thus far 
been paid. 8 

The banks‘ in the several leading 
centers of the country have a duty in 
this matter. They are vitally interested 
in the maintenance of an orderly condi- 
tion in industry and trade. Obviously, 
they are concerned in their own safety. 
Should speculation continue at an ac- 
celerated pace, the ordinary operations 
of commerce and industry might be 
hampered, and should distrust arise, the 
banks themselves might suffer. These 
are considerations which hardly need be 
brought to the attention of the leading 
bankers of the country. 

A reasonable degree of co-operation 
between the member banks and the Fed- 
eral Reserve Board would ease the situ- 
ation without the employment of the 
rather drastic policy indicated in the 
board’s announcement of February 2. 

Our present credit situation has been 
likened to an army engaged in a vital 
contest, and the problem as one involv- 
ing a rout or an orderly retreat. It may 
not inaptly be compared with an in- 
flated balloon, which will either blow 
up or come safely to earth. There ought 
to be sense enough among the banks to 
bring about a retreat in good order, or 
to bring the gas-bag safely down. 


BETTER BANK EXECUTIVES 
NEEDED 


N a recent address the Comptroller 
of the Currency, after analyzing the 
changing character of banking in 

this country, pointed out the need for 
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better bank executives. He did not 
merely say that what the country needs 
is “fewer banks and more bankers,” but 
gave in detail the new duties that the 
banker of the present day is called on 
to discharge. In the case of the na 
tional. banks, the authority to exercise 
trust functions has put upon the officers 
of those institutions new and serious 
responsibilities. Both state and national 
banks are buying and selling securities 
to an extent unknown in former years. 
Then the increase in the volume of busi- 
ness makes the banker’s job a bigger one. 
As illustrating this, the Comptroller 
stated that in the year ending June 30, 
1908, there were 990 banks in the State 
of Ohio (he was speaking before the 
Ohio Bankers Association), and that 
these banks had resources of about 
$952,000,000. Twenty years later, 
while the number of banks had increased 
only slightly, the resources had grown 
to $3,377,000,000—or almost a fourfold 
increase. 

The Comptroller expressed the view 
that in the future banking would be 
more and more under professional man- 
agement. 


BRITISH AGRICULTURAL MORT- 
GAGE CORPORATION 


ROM information furnished by the 
Pro ersrimen of Commerce it is 

learned that Great Britain’s Agri 
cultural Mortgage Corporation (Ltd.), 
provided for under the agricultural 
credits act of 1928, is now in operation. 
The purpose of the corporation is to 
make long-term loans to farmers against 
mortgages on agricultural land or agri- 
cultural improvements under the land 
improvements acts of Great Britain. 

The capital of this corporation has 
been established by a group of eight | 
leading banks including also the Bank 
of England, and in carrying out the 
scheme the machinery of the co-operat- 
ing banks will be utilized. 

Under the operation of this new 
measure mortgages on agricultural land 
will be granted for periods up to sixty 

(Continued on page 565) 





CURRENT TRENDS IN THE INVESTMENT 
TRUST FIELD 


By WALTER N. Durst 


A discussion of tendencies leading to the 


final development stages of the investment 


trust; changes during 1928 in methods of financing investment companies, and a 


critical examination of 1928 earnings. 


The author is associated with a leading 


New York statistical organization. 


N later years, 1928 may be char- 
| acterized in investment trust history 

as one of the years of final develop- 
ment of the investment trust or invest- 
ment company. It was the year during 
which the institution assumed a secure 
place as a recognized part of the finan- 
cial and economic scheme. The blare 


of trumpets which seemed to char- 
acterize the development of 1926 and 
1927 sobered down to a recognition of 
the true place and nature of the invest- 
ment company and a recognition that 
some time was necessary to develop an 


investment trust or investment company, 
rather than the promotion of one in a 
few months. However, this tendency 
of rapid formation has recently re- 
appeared. 

Its final development was due to 
several causes. In the first place, it has 
existed in the United States, and with 
increasing vigor, for a quarter of a cen- 
tury, although not widely known until 
the last five years. The considerable 
literature of the last few years is finally 
coming to fruition in a wider under- 
standing of the place and plan of the 
investment trust. During 1928 four 
books, and during 1929 one book, set- 
ting forth statistically, analyzing and 
discussing, the investment trust, ap- 
peared in this country. They were the 
first books on the subject since 1926. 
A few years ago it was a little under- 
stood quantity but, ere this, practically 
all investors have heard of this “new” 
financial organization. Wall Street has 
been forced to study and analyze it as 
the number of offerings of different 


types have made their appearance in 
the market-place. 

In the second place, a number of in- 
vestment trusts or investment companies 
have been formed by old, respectable 
and powerful banking, brokerage and 
investment banking houses. These in- 
vestment companies have close connec: 
tions; in several cases the name of the 
investment firm is used, or a consider: 
able financial interest is supplied by the 
investment firm. Such investment cor- 
porations have been formed in a large 
way, for example the $104,000,000 
Goldman Sachs Trading Corporation of 
Goldman, Sachs & Co., the $60,000,000 
United States & International Securities 
Corporation of Dillon, Read & Co., the 
$50,000,000 Tri-Continental Corpora- 
tion of J. & W. Seligman & Company, 
and others. Other corporations were 
the Wedgwood Investing Corporation 
by W. A. Harriman & Co., Inc., and 
Joseph Walker & Sons; New York & 
Foreign Investing Corporation, by 
Speyer & Co., Lehman Brothers and 
Lawrence Stern and Company; Capital 
Administration Company, Ltd., by 
Ames, Emerich & Co., Inc., Bauer, 
Pogue, Pond & Vivian, and Maynard, 
Oakley & Lawrence; Winslow Lanier 
International Corporation, by Winslow, 
Lanier & Co. A number of names could 
be added to this list. 

In the third place, during the early 
part of 1928, a number of the older 
trusts were able to expand and obtain 
additional capital through the issuance 
of 414 and 5 per cent. debentures. The 
use of such debentures at low rates is 
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a strong indication of the position of 
the investment trust or company. The 
low rate is of great aid to the trust or 
company as average earnings at a higher 
rate than that paid on the debentures 
will be multiplied on the various equity 
issues of the trust. The use of de- 
bentures is backed by the historical 
experience of decades of British and 
Scottish financing—equity issues being 
offered first and later low-coupon de- 
bentures. 


CONTINUED FORMATION OF 
“FAMILIES 


The final development of the invest- 
ment trust is further emphasized by the 
grouping of several of these organiza- 
tions into “families.” This is another 
point of historical precedence, as British 
and Scottish trusts have long been 
formed into groups. The several trusts 
of the Shawmut Corporation, of the 
Old Colony Corporation, the General 
American Investors Companies of 
Lehman Brothers and Lazard Freres, 
the several companies of Dillon, Read 
&@ Co. of A. G. Becker & Co., of 


the United States Fiscal Corporation, 
the group surrounding the American 
Founders Corporation, the United States 
Shares group, and the Otis & Co., group, 


are a few of the groups. In Canada, 
there is the Canadian General Invest- 
ment Trust, Ltd., group. A number of 
additions were made to these groups 
during 1928 and several single trusts 
became a part of a group. In connec- 
tion with this grouping, severai of the 
companies worked out arrangements 
with trusts in the British Isles and on 
the Continent. 

One other factor of major significance 
in the development of the investment 
company, was the alnost complete 
absence of the formation of. “fixed” or 
“semi-fixed” organizations. With the 
exception of a few isolated case, new 
trusts were of the general management 
type. The continued rise of the Ameri- 
can market caused the previously estab: 
lished members of this group to be 
popular. The forma‘ion of new invest: 
ment companies during 1928 would in- 
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dicate that the general management type 
had won the battle that waged so fiercely 
beween this group and the “fixed” or 
“semi-fixed” group during 1926 and 
1927. 

Some 225 investment trusts or in- 
vestment corporations are in operation 
in the United States and Canada. Of 
this number, about 135 are of the 
general management type; about thirty 
common stock trusts, including a number 
of general or limited management trusts 
or corporations; some thirty financial 
stock trusts; about twenty-five single in- 
dustry trusts and a few bond trusts, 
The total capital placed in the securities 
of these companies may be conserva- 
tively estimated at $1,750,000,000, mak- 
ing an allowance for new offerings not 
entirely subscribed. Various statements 
were made that $1,200,000,000 had 
been placed in the “industry” by July 
1, 1928, about $25,000,000 was added 
during the third quarter of 1928, about 
$350,000,000 during the fourth quarter 
of 1928, and about $325,000,000 during 
the first two months of 1929. 


“GROWING PAINS” OF THE MOVEMENT 


The final development of the invest: 
ment company did not take place with 
out a few “growing pains.” These 
pains were not so much in the plan and 
scope of the institution but rather of 
the abortive efforts of managers in the 
promotion of several investment com: 
panies. Two blemishes as tothe in- 
tegrity and one as to the business judy 
ment of investment managers appeared 
in 1928. “However, the total amount 
directly involved in the difficulties was 
not large. 

A number of small investment corpo 
rations, i.e., several hundred thousand 
dollars up to four or five million dollars, 
are in existence. Most of them proved 
to be good earners in 1928. However, 
in a number of cases entire expenses 
were not absorbed by the investment 
company, being assumed or deferred by 
the organizers. Consequently, the earn: 
ings must be discounted. In the case 
of several of these companies, overhead 
expense may be higher than the size of 
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the fund warrants. Therefore, to reduce 
expense, mergers may take place. One 
merger was consummated in early 1929. 
These “pains” will eliminate weaker or- 
ganizations, as in all forms of business 
organization, and by their elimination 
will strengthen the investment trust 
movement. 


1928 FINANCING 


During the first half of 1928 a num- 
ber of “pure” debentures were offered 
by the older companies. The practice 
of issuing preferred stocks and common 
or Class A stocks in units continued. 
During the second half of the year and 
during 1929, the method of financing 
changed, as did the financing of other 
corporations. Debentures were offered 
but practically without exception they 
were “sweetened” by stock purchase 
warrants, bonus of stock, or a conversion 
privilege. Units continued to appear 
although, in a number of cases, the 
preferred was participating or con- 
vertible. Another trend was the entire 
financing of a large company by the 
issuance of common stock alone, for 
example, the Haygart Corporation, the 
Goldman Sachs Trading Corporation, 
and the Granger Trading Corporation. 
As mentioned earlier, powerful financial 
interests supplied a goodly portion of 
the capital of these and other companies. 
For the moment, the “pure” debenture 
has lost its favor with the investor. One 
fallacy of these warrants, is that, in 
several cases, they expire as early as 
1931-1934. 


CASH AND CALL LOANS 


A detailed analysis of the balance 
sheets of sixty-eight companies, having 
total assets at the end of 1928 of about 
$725,000,000, revealed that approxi- 
mately $120,000,000 or 16 per cent. of 
their funds were in the form of cash 
and call loans. The companies studied 
were, with a few exceptions, the older 
companies. A study of the balance 
sheets of additional older companies, 
with resources of $500,000,000, would 
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doubtless disclose $80,000,000 in cash 
and call loans. Considering that $325,- 
000,000 of financing has taken place 
during the first two months of this year, 
and it is very likely that a larger per- 
centage of these funds are in call loans, 
it seems that a conservative estimate of 
the amount of cash and call loans of 
investment companies would be between 
250 and 300 million dollars. 

A number of these companies were 
formed during the year, so that a com- 
parison with the end of 1927 is not 
possible. However, in the cases com- 
parable, the percentage increased, with 
few exceptions. Several large and small 
companies have a very small amount of 
their funds in cash and call loans. The 
percentage held by older companies 
varied from four-tenths of 1 per cent. to 
over 50 per cent. Indicating the di- 
vergence of investment company reports, 
several companies “lumped” cash, in- 
vestments, receivables, etc., in one item. 
As a general rule, investment companies 
were strong in cash resources at the 
beginning of 1929. 


1927 AND 1928 EARNINGS 


The matter of investment policy was 
a perplexing one during all of 1928. 
Several foreign markets did not offer 


the opportunities presented during 
earlier years, the American bond market 
was declining, continued reports of the 
“high” stock market were heard and 
managers could enter it or receive hand- 
some returns for the use of call money. 
A general survey of the reports would 
indicate that an increasing amount of 
the funds of investment companies were 
placed in common stocks during 1928. 
The call loan market, the stock market 
for the courageous managers, and the 
opportunity to realize profits on securi- 
ties purchased some time previous were 
the redeeming features of investment 
management in 1928. 

A close analysis of the earnings state- 
ments of forty-seven companies dis- 
closes several interesting facts. These 
companies represent total resources of 
about $525,000,000. Earnings on the 
average capital available, as given or as 
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nearly as could be estimated, amounted 
to 13.76 per cent. in 1928, compared to 
11.745 per cent. in 1927 (for twenty- 
six companies). Earnings used are 
gross, before expenses, debenture in- 
terest, dividends, etc. 

If the companies are divided into 
several groups, additional light is thrown 
on the ability of investment manage- 
ment. The group of companies each 
having five million dollars or less re- 
ported average earnings of 10.69 per 
cent. in 1927, 13.91 per cent. in 1928. 
The group of five to fifteen million 
dollar companies reported 14.1 per cent. 
in 1927, 14.96 per cent. in 1928; fifteen 
to twenty-five million, 10.74 per cent. 
and 11.38 per cent.; and the group of 
twenty-five million and upwards, 11.35 
per cent in 1927 and 14.05 per cent. in 
1928. Again, historical precedence of 
British and Scotch trusts not exceeding 
twenty-five to thirty million dollars 
seems to be verified as the five to fifteen 
million dollar group proved to be the 
best earners. A very limited number of 
new companies admitted’ that ordinary 
revenues, i.e., dividends and interest, 
did not cover expenses. 

Companies with debentures and pre- 
ferred stocks outstanding earned their 
requirements on these securities by a 
good margin, varying from two to ten 
times, depending on the capital struc- 
ture and amount of these senior se- 
curities. 

Earnings varied in the largest group 
from 8 per cent. to over 20 per cent. 
The five to a fifteen million dollar group 
contained the leaders, two companies 
reporting over 20 per cent. and one 
over 30 per cent. This study would 
indicate that size is not a criterion of 
success nor is lack of it, as several in 
the smallest group reported 8 to 10 per 
cent., and lower than the average earn- 
ings were found in both of the largest 
company groups, and high earnings 
were found in all groups. Eight 
specialized management trusts reported 
average earnings of 14.3 per cent. in 
1928 compared to 13.36 per cent. for 
the entire general management group, 
but the limited number of specialized 
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companies, and the large number of 
general management companies, causes 
this fact to be of but passing interest 
and not in any sense conclusive. How- 


ever, the general averages represent a 
sufficient number of companies of all 
sizes and types and sufficient resources 
to be of some guidance to the investor. 


AMOUNT OF CAPITAL PROFITS 


A close correlation to the average 
earnings is found in the percentage of 
total earnings represented by sale of 
securities, i.¢., “capital profits.” The 
general average for fifteen companies 
was 53.7 per cent. of total earnings in 
actual realized profits for 1927 and 
57.37 per cent. for thirty companies in 
1928. A number of companies do not 
reveal this information. The five million 
dollar, and less, group percentages were 
52.72 per cent. in 1927 and 66 per cent. 
in 1928; the five to fifteen million dollar 
group, 63.4 per cent. in 1927 and 56.95 
per cent. in 1928; the fifteen to twenty: 
five million dollar group, 44.45 per cent. 
in 1927 and 41.45 per cent. in 1928; 
and the largest group, 50 per cent. and 
55.5 per cent. In the case of the largest 
group, a sufficient number of cases were 
not reported to be indicative of any 
tendency. 

The five to fifteen million dollar group 
reported the highest percentage of 
“capital profits” in 1927, and_ the 
highest average earnings, and, in 1928 
the second highest “capital profits” and 
the highest earnings. The general as 
sumption that “capital profits” are re- 
lated to average earnings has a basis in 
the cold light of analysis. 

This fact is further proved by the 
fact that all the high earners were com- 
panies reporting a high percentage of 
capital profits to total profits. These 
percentages varied from 10 per cent. to 
70, 80 and in one case over 90 per cent., 
and this company reported the highest 
average earnings. The analysis reveals 
that over one-half of the 1928 earnings 
of investment companies were in the 
form of “capital profits.” 

The average earnings of 13.76 per 
cent. is somewhat higher than the ortho 
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dox 10 per cent. or the 12 per cent. 
allowed for boom years and largely due 
to the favorable position of the Ameri- 
can stock market. Such high earnings 
are based on profits from the sale of 
securities, and although this is a con’ 
tinually recurring item, later years may 
not offer the opportunities of 1928 in 
this regard. 


REMAINING PROBLEMS 


One minor problem is that of the 
name, “investment trust.” Some dis- 
cussion has taken place that this con- 
flicts with the term “trust” as usually 
associated with a trust company. The 
name “investment trust” has been used 
for decades in Great Britain and Ireland 
to designate a certain financial institu- 
tion. A number of the organizations 
in the United States are technically 
“trusts,” chiefly Massachusetts common 
law trusts, and have the right to use 
the term in their title. Several of the 
“trusts” have become corporations and 
an increasing tendency is noted to use 
the term “investment company” or 
“corporation” to designate these institu- 
tions. 

The larger problem before the invest- 
ment trust or investment company is 
that of regulation and legislation. Dur- 
ing 1927 and 1928 a number of reports 
appeared by state attorney-generals, se- 
curity commissions, and business research 
organizations, as to the nature and posi- 
tion of the investment trust “industry.” 
A better understanding of the organiza- 
tion was reached by those interested 
through such conferences as were neces- 
sary and the publication of reports. 
State regulation, beyond rulings of state 
securities commissioners, was not pro 
mulgated. 

The difficulty lies in giving the invest- 
ment trust or investment company its 
exact place, without conflicting with 
regulation of holding companies which 
control other companies, with banks 
which accept deposits, with trust com- 
panies which accept deposits and act in 
a trustee or fiduciary relationship to the 
public. Drastic measures to have the 
state perform the investment manage- 
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ment for the companies would doubt- 
less eliminate the companies. The in- 
vesting public is safe-guarded through 
the restrictions of the indentures under 
which the trusts or companies borrow, 
restrictions as to investment diversifica- 
tion, a high percentage of resources to 
cover debentures and preferred stocks, 
the strength of the firms sponsoring the 
various companies, and by the type of 
men engaged in the business. 


STATE SECURITIES OFFICERS’ STANDARD 


The National Association of State 
Security Commissioners recently issued 
its report,* based on findings of a com- 
mittee appointed in 1927. A long list 
of “exhibits,” covering all important 
features of the company, experience of 
the officials, amount of funds supplied 
by organizers, etc. is required of the 
“management type” and the “fixed or 
semi-fixed” type. 

+ The report has been summarized as 
follows: 

“1. The securities offered should be 
in marketable form and negotiable by 
indorsement.” 

“2. The personnel of the office and 
management should show a clear record 
of good business repute and should be 
men of integrity and investment expe- 
rience. 

“3. The officers, promoters or man- 
agers should make an investment of 
their own funds sufficient to assure a 
personal interest in the proper conduct 
thereof. 

“4. Certain essential fundamentals 
should be present in the charter or 
agreement, which should be of such 
character as to amount to a covenant 
with the investors. Some of these are 
as follows: 

‘“(a) Adequate provision in the char: 
ter or trust agreement or like indenture 
definitely and accurately stating the plan 
and policy of operation. 

(Continued on page 556) 


*Further details—“Blue Sky Legislation 
and Investment Trusts’—J. V. Craig—Bank- 
ers Magazine—Jan., 1929—Page 39. 


tAnnalist—Feb. 1, 1929—Page 271. 





COMMON STOCKS FROM AN INVESTMENT 
STANDPOINT 


By WappiLL CATCHINGS 


Common stocks are distinctly in style as investments, and from this viewpoint there 
is an ever increasing interest in them, not only on the part of the investing public 


but also among bankers. 


The author devotes particular attention in this article, 


which is based on an address before the annual Mid-Continent Trust Conference in 
New York, to the qualifications of common stocks as a medium for the investment 


of trust funds. 


Mr. Catchings is associated with the investment banking firm of 


Goldman, Sachs and Company in New York. 


that bankers should be interested 
in common stocks from an invest- 
ment standpoint. The writer has no 
doubt that a few years ago most bankers 
thought that it was impossible to con- 
sider common stocks from a strictly in- 
vestment standpoint. 
The writer well remembers that eleven 
years ago when he went into the banking 
business, his firm, which had at that time 


fg is an interesting sign of the times 


been issuing common stocks for a period 
of eleven years, did not feel that it was 


appropriate for them, as investment 
bankers, to advertise issues of common 
stocks. The firm would advertise issues 
of preferred stocks, and in connection 
with the issue, sell common stocks, but 
the common stocks were sold without 
public announcement or without adver- 
tisement. 

It has only been within the last few 
years that the banking firm with which 
the writer is associated, which has been 
issuing common stock probably as long 
as any other firm in Wall Street, has 
been willing to advertise the sale of 
common stocks, and of course, as 
bankers are aware, it has only been 
within the last year or two that very 
large agencies of distribution of securi- 
ties have been willing to issue common 
stock. At the present time, it is grow- 
ing, and it may be expected that before 
long most houses will issue common 
stocks as well as issue bonds. 

The public itself has indicated an in- 
creasing interest in common stocks. It 
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is quite apparent that the general public 
today is taking a more intelligent interest 
in common stocks, is buying common 
stocks with more discrimination, and is 
buying stocks more for investment than 
at any time in the past. 

Recent studies, and they are very 
numerous, indicate that as a matter of 
actual fact, there is a considerable record 
today of satisfactory results from intelli- 
gent investment in common stocks. A 
calculation made of the situation at 
Harvard University showed that this 
institution has, according to its report, 
common stocks of a cost of $13,000,000 
and a market value of $23,000,000. 


WHAT A STUDY OF RESULTS SHOWS 


A study made of the results of invest’ 
ment in ordinary shares of each of the 
six largest English companies in nine 
different groups, dividend-paying stocks, 
and groups including textiles, railways, 
public utilities, and so forth, in com: 
parison with an equal amount invested 
in the preferred or debenture stocks of 
the same companies, indicates that over 
a period from 1912 to 1926 there was 
in each year a very substantially greater 
income, the figures being 5Y2 to 6 per 
cent. in comparison with 3 to 4 per 
cent. with an average annual apprecia- 
tion of 3-1/5 per cent. as against an 
average annual decrease in the capital 
value of the debentures and preferred 
stocks. 

Taking a more recent period, from 
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1921 to 1926, and not an extended 
period which includes a period of falling 
prices, the results are that in the ordi- 
nary shares there is an appreciation in 
the same companies of 12 per cent., that 
is, in the ordinary shares, and in the 
debenture shares a depreciation of 32 
per cent. 

An investigation made by D. C. 
Rose of the investment experience in 
bonds and stocks of the twenty-five 
largest fire insurance companies indicates 
the same sort of experience right along 
of much greater income from stocks 
naturally than from bonds, and an 
average income over the nineteen years 
of a little over 5 per cent. as against an 
average of 44 per cent. in bonds, and 
in every year the average income for all 
the twenty-five companies was greater 
from stocks than from bonds, and in 
every one of the twenty-five companies 
for the nineteen years there was a 
greater total net gain from stocks than 
from bonds. 

In grouping the companies, there is 
this interesting comparison, that the first 
five companies in results had an average 
investment in common stocks out of their 
total investment of 35 per cent.; the 
second 5 thad an average investment of 
27 per cent.; the third 5 had an average 
investment of 19 per cent.; the fourth 
5 had an average investment of 13 per 
cent.; and the last 5 had an average 
investment of 10 per cent. 

The writer dislikes to refer to the 
experience of his own firm with regard 
to common stocks, but bankers are in- 
terested in actual figures, and it is diffi- 
cult to get figures outside of actual 
experience. These results are given with 
no thought that they are different from 
the results of other ‘houses. It may very 
well be that other houses have had better 
experience than the writer’s has had. 


But what our own actual experience has 
been can be told. 


COMMON STOCKS OVER A 22-YEAR 
STRETCH 


What has actually happened with re- 
gard to the common stocks which have 
been issued over a period of twenty-two 


years by our firm? During that time, 
we have issued ~ forty-nine common 
stocks. If a person had invested. $10,000 
in each one of those issues, he would 
have obviously had a total investment of 
$490,000. The average life of that in- 
vestment over that period is a little over 
74 years. The holder would have had 
an average income of over 10 per cent. 
in cash and an average market increase 
in the value of securities of 42 per cent. 
That is the average of 49 companies, and 
this interesting observation may be made, 
that the issue which was probably the 
most successful on the day of issue, a 
security which was issued at $60 a share 
and sold on the day of issue at $105, 
has turned out the poorest. That indi- 
cates how difficult it is to judge indi- 
vidual common stocks and how im- 
portant it is in any investment program 
in common stocks to get a broad average 
so that the losses in some stocks are 
made up in the appreciation of other 
stocks. 

It is the writer's opinion, from 
this experience, that it will be found 
almost impossible to reach a sound 
judgment with regard to particular 
stocks, and that, subject any industrial 
company to any test that you will today 
and there are changes which may occur 
in business; there are changes which may 
occur in management; there are all 
manner of vicissitudes to which business 
is subject, that will make it almost im- 
possible to forecast the future of any 
one company. It is only by taking a 
number of companies and averaging the 
risk, that one can be at all sure as to 
the future course. 

One point to be emphasized forcibly 
is that in any investment program in 
common stocks, it is extremely important 
to diversify the investment and to 
fortify one’s judgment with regard to 
particular éompanies by a broad average, 


THE TRUST COMPANY'S ATTITUDE 


It seems to the writer at the moment 
that the trust company’s attitude toward 
common stocks as investments is more 
or less colorless. Up to a short while 
ago, most bankers were quite convinced 
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that all investments should be made in 
bonds or in preferred stocks. That was 
a comfortable position to take, but the 
beauty of business is that one’s decisions 
are not theoretical decisions, but that 
the facts happen after our decisions are 
made, and one finds out whether one was 
right or wrong, and has to face the 
music, whatever it may be. 

If these statistics indicate a real con- 
dition with regard to common stock in- 
vestment, the attitude which trust com- 
panies took in the past was wrong. 
There has been some wonder on the part 
of most trust companies as to whether 
that position wasn’t wrong, and there 
has been a gradual shifting. But so far 
as one can observe today, the general 
attitude of trust companies is that if 
the authority is particularly clear; if 
there are stocks in estates or if co 
trustees insist upon investment in 
common stocks, the trust companies 


acquiesce. They are assuming no leader- 
ship. 

It may be granted that there may be 
restrictions against afhrmative action on 
the trust officer’s part, but there are no 


restrictions against his judgment and his 
feeling and his conviction. If the trust 
companies of the country were con’ 
vinced that it was in the interest of 
trust estates to invest in common stocks, 
certain selected common stocks; if it was 
their conviction that such procedure was 
sound business and if there was that 
general feeling throughout the country, 
there would be a distinctly constructive 
development. As long as the trust com- 
panies are in a state of doubt; as long 
as the trust companies are uncertain as 
to the facts, they are not exercising an 
influence throughout the community on 
the trusts as they are being created, on 
the wills as they are being drawn, on 
the legislation as it is being passed. If 
the trust companies ever become con- 
vinced that the facts are as indicated 
and that they should advocate invest- 
ment in common stocks under proper 
conditions, the mere fact that they take 
that position will have great influence 
in bringing about a condition under 
which they may be permitted to act, 
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even though today they would not be 
permitted to act if they had that con- 
viction. 


INVESTING TRUST FUNDS IN COMMON 
STOCKS 


It seems to the writer that it is im- 
portant that trust officers whose organi- 
zations have exceptional facilities for 
investigation, and who can find out if 
these facts that have been developed in 
the last few years correctly represent the 
situation, should satisfy themselves as to 
whether it would be proper to invest 
trust funds in common stocks; under 
what conditions it would be proper, and 
then having that conviction, work to- 
ward bringing about a situation under 
which they could properly act. The 
position of the trust companies and trust 
departments in the past has been, of 
course, that a trustee’s principal duty 
has been in the conservation of princi- 
pal. The facts seem to indicate that the 
conservation of principal is accomplished 
to even a greater extent in a diversifica- 
tion in well selected common stocks and 
preferred stocks, because in common 
stocks, where trust officers do make their 
mistakes, they have the possibility of off- 
setting those mistakes by appreciation in 
other securities, whereas on bonds and 
preferred stocks, there is always the 
opportunity of the security going down 
and going down without limit, where 
there is very little opportunity of the 
security going up. So that appreciation 
does not have the opportunity of off- 
setting depreciation to the extent that 
exists in common stock. 

This experience, as indicated by these 
figures that the writer has given, shows 
that income, of course, is substantially 
greater over a period of time on an in- 
vestment in common stocks than on an 
investment in bonds. So that it is to 
the interest of trust officers to make 
a careful study of this situation at 
the present time, make up their own 
minds, and having made up their own 
minds, exercise an influence in the com- 
munity to allow the beneficiaries under 
trust estates to participate in proper 
investments in common stocks. 
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Now a few words about valuing 
common stocks. It is to be hoped that 
trust officers will not adopt arbitrary 
rules with regard to particular businesses 
and particular industries as applied to 
valuing common stock investments. It 
seems to the writer extremely difficult 
to tell exactly what the course of busi- 
ness is going to be. The rubber in- 
dustry, the textile industry and various 
others are industries which might well 
be described as fundamental industries, 
and they have been subject to the same 
vicissitudes as other industries might be 
which would not be regarded as so 
fundamental. 


EARNINGS THE MOST IMPORTANT FACTOR 


The writer thinks the most important 
factor with regard to a common stock 
is earnings. Trust officers will approach 
common stocks, of course, from great 
experience in bonds and preferred stocks, 
and will no doubt feel that assets are 
of great importance. As a matter of 


fact, there is a strong tendency to over- 


estimate the value of assets in connec- 
tion with the value of common stock. 
It may be that some common stock- 
holder at some time has received in dis- 
tribution some of the assets of a com- 
pany, but so far as the writer knows, in 
twenty-odd years experience in business, 
no common stockholder has ever gotten 
anything out of assets. If the business 
has been a failure, there has been nothing 
for the common stockholders. It has 
only been out of successful business and 
out of earnings that the common stock- 
holder has gained. 

It very frequently happens that large 
asset value of common stock indicates 
poor management, that the management 
is not making the use of the assets 
which they should, and frequently a 
successful, alert, energetic management 
is making more use and gaining greater 
benefit for the common stockholder 
through smaller assets. It is the use of 
the assets that counts. So far as common 
stocks are concerned, bricks and mortar 
mean only what can be earned from 
them, and, in considering common stocks, 
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one may well make it a point to put his 
first attention on earnings and partic- 
ularly on the trend of earnings. It is 
business which is progressing and going 
forward that offers the possibilities for 
common stockholders. It is the enhance- 
ment in value that the common stock- 
holder is particularly interested in, and 
enhancement in value comes in businesses 
where progress is being made and earn- 
ings are being increased. 

The trend of earnings is of the ut- 
most importance. It is true that from 
time to time adequate explanation can 
be given as to why earnings are falling 
off, but when earnings are found to be 
falling off, the company should be 
scrutinized with a great deal of care 
because it is the company that is going 
to be successful that you are interested 
in, and nothing indicates future success 
so much as an advancing tendency with 
regard to earnings. 

All of this, of course, involves the 
question of management. So far as the 
valuing of common stocks is concerned, 
management is of prime importance. 
The writer knows numerous illustrations 
of companies of great position, great 
earning possibilities, which suffered 
serious set-back because of management 
conditions; those management conditions 
being cured, the company went forward 
as it had before. Earnings and manage- 
ment in the writer’s opinion are the 
vital matters in connection with common 
stocks. 


WHAT THE FUTURE HOLDS 


This country will develop to a far 
greater extent than it has up to the 
present time, and it may be questioned 
whether there is any such thing as a 
saturation point in the development of 
this country. As a friend of mine puts 
it, we are having the interesting expe- 
rience today of passing from a country 
with a two-dollar average wage and 
spending power to a five-dollar average 
wage and spending power, and no doubt 
in the future we will progress further, 
and if we are going to progress, there 
must be a benefit to the great, sound, 
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fundamental companies. If the country 
is going to grow, those companies are 
going to grow with it. 

Even though they may think this is 
no time to do it, trust officers may well 
study the common stock situation as 
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promptly as possible and take an atti- 
tude on it, because common stocks are 
going to continue to make a fine record 
for themselves because the common stock 
represents the ownership in American 
business. 


CURRENT TRENDS IN THE INVESTMENT 
TRUST FIELD 


(Continued from page 551) 


“(b) Provision for periodic  state- 
ments of the financial condition of the 
company, including balance sheet in 
detail, income and disbursement state- 
ment, and, in the case of a fixed trust, 
an itemized list of investments held in 
the portfolio, or, in the case of a man- 
agement trust, a classification of invest- 
ments held; this information to be fur’ 
nished the share or unit holders at 
periodic intervals. 

“(c) Provision that the capital assets 
cannot be distributed during the life 
of the trust through dividends. 

“(d) Provision for the establishment 
of reserves and of surplus out of the 
current net cash earnings from what- 
ever source. 

“(e) Definite statement as to the cost 
of management and the expense incurred 
in the raising of capital. 

“(f) A clear statement of any privi- 
lege accorded the incorporators, officers 
or managers.” 

These regulations are sufficiently 
broad and yet sufficiently definite to be 
of value to the investor and aid in 


strengthening the position of the invest- 
ment company. Investment manage: 
ment requires leeway, and rigid restric’ 
tions would stifle an entirely legitimate 
business. In view of the amount of 
funds at their disposal, regulation of 
investment companies may prove neces 
sary, although such regulation has never 
been necessary in Great Britain and 
Scotland. However, the investment 
trust or investment company has grown 
as fast in ten years as it did over there 
in fifty and this is one factor justifying 
minor regulation. 

However, the problem and the future 
place of the investment trust or invest- 
ment company rests largely in the hands 
of the investment managers. The amount 
of funds in the business, the strength 
of the sponsors, the complexity of the 
investment problem, a fair attitude to 
ward all concerned, these considerations 
and others, place a heavy responsibility 
on investment trust or investment cor- 
poration managers for 1929 and years 
to come. The further healthy develop- 
ment rests largely with them. 





STIMULATING UNPROFITABLE COMMER- 
CIAL ACCOUNTS 


By L. A. CHAMBLISS 


A practical discussion of ways and means of successfully combating an ever-present 


bogy—the unprofitable commercial account. 


Mr. Chambliss is assistant vice-president 


of the Fidelity Union Trust Company, Newark, N. J. 


ANKS are in a unique position 
as compared with other industries, 
in that there is no chance for an 

increase in their charges for their stock- 
in-trade, credit. Overhead, as compared 
with thirty years ago, has doubled and 
in many cases tripled. The cost of 
labor, equipment, stationery, has gone 
up. The result of this increase in 
operating costs on the one hand, and a 
stationary rate of income on the other, 
has certainly not helped the smaller 
banks where the volume of business is 
not large enough to offset the fixed costs 


of operation. Certainly these costs will 
remain approximately the same, with 
probably a gradual increase, and with 
interest rates on commercial loans re- 
maining fixed, it will become necessary 
to find some other means by which to 
bolster up earnings. 

Again, the larger corporations are 
not making short term commercial loans 
as in the past. Since 1920, and the 
warnings given then by the Reserve 
Board as to reducing inventories and 
the accumulation of surplus accounts, 
the tendency of the large corporations 








Do you encourage your bank's friendship? 








—/s Your Bank a Business Asset? 


M™ people carry the small- 


est possible account at 
their bank. They give no thoyght 
to the time when they may need 
the bank as a business asset. 


Your bankshould be your busi- 
ness ally and friend. You should 
think of it not only as a place 
where you can cash checks, but 
also as a place where you can goin 
a crisis and find financial support. 


Making Your Bank 
Your Friend 


Like any other friend, your bank 
gains confidence in you by ex- 
perience. It judges you by the 
the way you handle your account. 


1. It considers your worth. Ifyou have 
only modest means, it does not expect 
an excessive account. But it dees ex- 
pect you te stay several hundred dollar: 


head instead of several hundred del- 
lars behind. 


- Do you abuse your privilege of using 
“free service”? It costs your benk 
money each time you cash or draw 
@ check. If you do not keep some 
money in your account, it will cost 
your bank more money to handle 
your checks than it can make 


+ Do you deposit checks and give 
checks to other people without wait- 
ing for the money on the first to be 
collected? The checks you deposit 
‘are not cash until they have gone to 
the bank on which they were drawn 
and the moncy has been transterred. I! 
you draw it out beforehand you are 
using the bank's money, and the 
bank is losing interest 


Is Your Business 
Future Safe? 
In times of financial strain, your 


bank's friendship may prove to 
be a powerful Business asset. 


It is impossible to foresee just: 
when you will need your bank, 
and it is a matter of prudence 
to so conduct your account that 
its officers will have confidence 
in you at an instant’s notice. 


Our 
Recommendation. 


Your credit standing is of ut- 
Most importance. 


As the largest bank in New 
Jersey, an account with us will 
lend you unmistakable business 
prestige, and our endorsement 
will be valuable. We invite your 
patronage and urge on you that 
thrift, and the steady accumula- 
tion of a financial surplus are the 
best evidence you can offer your 
bank of your business ability. 


Fidelity Union Trust Company 


Member Federal Reserve System 
NEWARK, NEW JERSEY 





An example of current commercial advertising of the Fidelity Union Trust 


Company in local newspapers. 
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a larger bank balance 


building up your checking account 


means better cre 
intime of need 


1it standin: 


FIDELITY UNION 


TRUST COMPANY 
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Reproduction of a twenty-four sheet poster used by the Fidelity Union Trust Com- 
pany of Newark, N. J., in its advertising campaign to build up commercial balances. 


of this country has been toward build- 
ing up their surplus accounts to such 
proportions that many of them no 
longer need to go to their banks for 
money. As a result, the profits that 


formerly came from discounts on corpo- 
ration accounts are becoming a thing of 
the past. These larger corporations have 


grown to such tremendous proportions 
that they are now very often in the 
position of lender themselves. With 
them, it is no longer a question of 
where to get money, but rather of how 
to keep it at work. 

In the third place, there has been the 
decided turn in recent years from com- 
mercial to collateral loans. The result 
has been a decrease in the bank balances 
of corporations and individuals. The 
collateral loan customer seldom runs the 
large cash balances that the corporation 
account runs. He is never off the books. 
Also, corporations and individuals today 
put an increasing amount of their cash 
funds into the purchase of securities. 
The money to do this has been with- 
drawn from the banks. As a result, 
bank balances have suffered. 

In the past, the commercial banks 
earned the greater part of their divi- 
dends through their loan and discount 
facilities. Today, there is a marked 
trend in the other direction. The earn- 
ings of our commercial banking depart- 
ments are not growing in proportion to 


the volume of their business. In fact, 
it is often difficult for the commercial 
bank to earn its dividends solely from 
its loaning operations. 

Banks throughout the country have 
found that a new source of profit that 
they can reasonably turn to is the forma- 
tion of bond departments. The under- 
writing, trading, wholesaling, and retail- 
ing of securities is a profitable and at 
the same time easily adopted source of 
income for the commercial bank. The 
stability and name of the larger banks 
is a decided advantage for their bond 
department, or stock and bond company, 
as the case may be. The profits to be 
derived from such a business are sub 
stantial and add materially to the profit 
account. 

In addition to bond departments, 
many commercial banks, particularly 
now that the Federal Reserve Act 
has broadened the powers of national 
banks, have established trust depart- 
ments that act in every fiduciary ca- 
pacity. This is a profitable business 
particularly in territories where there is 
wealth. In some states it is necessary 
to confine these various activities to 
separate companies, but the result is the 
same in that increased earnings are the 
outcome. 

In addition to bond departments and 
trust departments a great many banks 
have established title and mortgage de- 
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partments. This is another source of 
income that has been added to the profits 
of the modern, up-to-date bank. Just 
as the safe deposit business, and in some 
communities the savings business, have 
become old fashioned and less profitable, 
so these new functions are becoming an 
important and vital source of revenue. 


CAN ADVERTISING HELP THE COM- 
MERCIAL DEPARTMENT? 


Bank advertising is not an old science, 
and in its early days made many ex- 
periments and mistakes. One of the 
most vicious and yet oft repeated of these 
was the cordial invitation that banks 
extended to every passerby to become 
a customer. “Come in and open an ac- 
count,” read the bank advertisements. 
“Use our checks to pay your bills and 
household expenses. A cancelled bank 
check is your best receipt.” The ques- 
tion as to whether the new account thus 
obtained would be profitable was never 
asked. It was quantity that was in- 
vited, not quality. 

Of course, this invitation can be 
substantiated by pointing out the number 
of small accounts that have grown to 
handsome proportions over a period of 
years. Can’t we assume, however, that 
a great number of these larger accounts 
would have gravitated to our banks 
irrespective, provided the banks were 
willing to co-operate? As a man’s busi- 
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ness grows, he comes to the larger banks. 
The fact that a customer opens his first 
account with our bank and grows up, 
so to speak, under our watchful eye, 
certainly doesn’t make him like us any 
better if we refuse repeatedly to loan 
him money, and this is what actually 
happens to many of the small acounts. 
It is not sound business to advertise for 
small accounts, and when we get them, 
turn them down on requests for loans. 

The truth of the matter is that the 
“friendly” bank copy appeal has many 
dangers. The public no longer wants 
to be told what a fine bank we have 
and what excellent service we render. 
General publicity of this kind is going 
out of vogue. The public has come to 
expect something besides promises of 
“expert service,” and the personal 
advice of everyone from the president 
down, only to find on application that 
not even the “special officer” will listen 
to his inquiries. 

We cannot tell a man how well he 
will be treated if he will carry an 
account in our bank, and then, when 
he finally opens the account tell him in 
a very few words that we won't loan 
him money. Certainly our friendly 
appeal for his business has been mislead- 
ing. We have failed to acquaint him 
with the facts, and if we are ever to 
expect his confidence and friendship we 
must begin to “let him in” on what we 
are doing. 

Banks have often overlooked the fact 


> Your check on a large Bank 


a 


ees 


-~indicates financ ial means 


FIDELITY 
UNION 


TRUST COMPANY 


Another example of the twenty-four sheet poster of the Fidelity Union Trust Company. 
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that “free service’ was beginning to 
make inroads on profits. The tremen- 
dous increase in the use of checks to 
replace currency was really an out- 
growth of our so-called “friendly” ad- 
vertising appeal. The public was given 
to believe that banks wanted everyone 
to use checks—for office memoranda, 
shopping lists, and personal notes. The 
bank’s name in frequent use was re- 
puted to be good advertising. Invest- 
ment advice, tax information, check and 
coupon collections, credit information, 
not to mention a multiple of others, 
gradually became a part of modern 
banking procedure for which banks 
were glad to accept a checking account 
that might and might not be profitable. 

Yet advertising can do other things 
besides build prestige. It can sell new 
ideas, explain old facts, interpret com- 
pany policies, and even persuade people 
to do things they had previously decided 
not to do. 

The friendly bank copy is good, but 
it is not based on a scientific market 
analysis of the banking situation as it 
exists today. 


Have you 
ever worried 


over your 
credit 
standing? 


B) eared mn, businessman = =means. The Fidelity Union 
no problem «more impor. Trust Company constantly 
tant than his financial standing. 


How to entrench 
yourself with 
your Bank 


seeks customers whom it cou 


To know that you have e- “Mist tnd help to grow. 


tablished yourself with the 
banking interests of your com- 


What your bank asks is fin- 
ancial integnty, conservative 
munity is «source of pro- money habits, and an estab- 
found safety and gratification. lished reputation for honest 
It in your first duty to yourself dealing. 
and your amocates, 
Your bank is anxious and will- 
ing teperve you. It does not of banking by which you may 
question entrench younelf with your 
whetheryou bank. Financial crises are 
areamanof always unexpected and it is 
Z| large means wise to prepare for them in 
er small times of prospenty. 


1, Warch your sceount. Your 


In the columa to the right are 
@ few elementary principles 


- Your bank is anxious and 
willing to serve you, and invites 
your co-operation to this end. 


FIDELITY UNION 
TRUST COMPANY 
Member ber Federal Reser Syuem 
NEWARK, NEW JERSEY 


the bank on which it was 
drown and the funds re 
termed If you drow out the 
money before the funds ave 
rerurmed, you are forces 
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MARKET ANALYSIS OF COMMERC!AL 
DEPARTMENT 


An agency account executive, study- 
ing a new product, generally ignores 
traditions. The fact that the public has 
stopped using yeast for home-made 
bread does not mean that yeast has no 
use. What is needed is a new view- 
point, based on facts as of today. 

A survey of the situation reveals that 
what we really need if we are going to 
bolster up the earnings of our com 
mercial departments are increased de: 
posits. It is imperative that we in some 
way build up our deposit accounts. 

There are two ways that this can be 
done; first, by bringing in new accounts, 
which of course is always desired pro- 
vided the accounts obtained are profit 
able; and second, by going through our 
present depositors with a view to build. 
ing up their balances. 

A careful analysis made by one of the 
large banks is reputed to have revealed 
that out of a total of 8600 commercial 
accounts, 3400 carry a balance of under 
$500. If this situation exists in one 
of the country’s largest banks it must 
certainly be true in even greater pro 
portion in practically all the banks of 
the country. 

Ignoring for the time, the question 
of new accounts, let us say that a vital 
part of the problem, then, is the ques: 
tion of what to do with these small 
accounts. If we can add a few hundred 
dollars to each of them we shall be a 
long way toward building up our earn- 
ings. 

Also, the survey reveals that certain 
misunderstandings on the part of the 
public as to what the bank expects 
have grown up and resulted in abuses 
known as “free service.” 

The question of what constitutes a 
profitable account has been an important 
one in the eyes of the banker for many 
years, though he has seldom said any- 
thing about this to his customers. 
Recently banks have begun to analyze 
their accounts and study them to find 
what the average account reveals when 
picked apart. Analysis very rarely 
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touches the small depositor, but it is 
interesting to see the abuses that are 
revealed in analyzing large accounts, 
for these abuses are things which can 
be explained to the public and thus 
partially corrected, by well worded 
advertising. 

First, there are the abuses that arise 
from the excessive use of the checking 
privilege by a bank’s customers. The 
cost to the bank on each check drawn is 
a variable item, depending on the cost 
of operation—rent, heat, light, salaries 
and so forth, and yet, it is a very im- 
portant item and one that is carefully 
studied by every bank that hopes to 
operate at a profit. In other words, it 
should be as much a part of the banker’s 
duty to know exactly what it is costing 
his company each time a check is drawn 
as to know what he is paying out in 
salaries. This is an abuse that can be 
interpreted through advertising. 

Second, are we deducting our reserve 
requirements from our gross balances 
and figuring our profits on the net 
balance? Very little can be said about 
this in advertising manifestly. 

The third abuse is one that has 
developed since the Federal Reserve 
System came into existence. Under the 
old National Banking System out-of- 
town items, or in fact all cash letters, 
were counted as reserve for the country 
banks as soon as they were changed to 
their reserve city correspondent. It was 
not necessary that the funds be collected 
before being counted as reserve. The 
moment they were charged against the 
account of their city correspondent they 
became a part of the bank’s legal reserve. 

At such a time, there was no necessity 
of acquainting our customers with the 
difference between a ledger balance and 
a collected balance. Under our present 
banking laws it is imperative that this 
difference be taken into consideration 
‘and that the bank’s commercial deposi- 
tors learn what this difference means. 
The average bank depositor doesn’t rea- 
lize that when he deposits a check on 
another bank for collection that this 
amount can only be credited to his ac- 
count when collected. Bankers should 


A LARGER BANK BALANCE 
carrying an ample balance 


in your checking account is 
sound business judgment. 








You Ought To Have Your 
Bank's Good Will 

Aw unquestioned credit standing is 

the finest business asset you can have 


pendent on your means, /1 expects 
you co stay several hundred dollars 
ahead instead of several tundred 


it will give you much comfort. 
There is real contentment in know- 
ing that funds are on hand if you 
need them. 

The Largest Bank 


Tus Pidelity Union solicits your 


3: It watches whether raw tablish @ personal contact with any 
against uncolledied funds” When officer in any of our seven offices. 


Fidelity Union Trust Company 
Member Federal Reserve System 
NEWARK, NEW JERSEY 


impress on their depositors the necessity 


of waiting until their deposited checks 
are collected. Of course, what actually 
happens is that the depositor who flag- 
rantly draws against uncollected funds 
is in many cases actually creating an 
overdraft, but how few there are who 
know the seriousness of such a charge. 
If you told this customer that he was 
breaking the banking laws he would 
probably become indignant, and tell you 
that if you didn’t want his account he 
would be only too glad to go to the 
bank across the street and deal with 
them. It is at such a time that we 
should give this customer a serious talk 
on banking and banking practices in- 
stead of consoling him with kind words. 
The fourth item that must be watched, 
if an account is to be profitable, is the in- 
terest. The amount of interest paid on 
checking accounts varies, depending on 
the locality in which the bank is situated, 
and is a direct charge against the profit 
from the account. Interest is paid only 
on collected balances, and for that 
reason should be carefully watched. 
These four abuses are repeatedly cut- 
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ting into profits. The number of checks 
drawn and the number of checks de- 
posited for collection need careful watch- 
ing. The reserve requirements of the 
Federal Reserve must be deducted from 
our collected balance. The ledger 
balance must be kept separate from the 
collected balance and if interest is to 
be credited it must be paid only on the 
collected balance. 

These are self evident facts to the 
banker, and yet, there is no reason to 
believe that the public is acquainted 
with them. 


COPY ANGLES THAT INCREASE DEPOSITS 


If these abuses are to be remedied we 
should first let the public know what they 
are. And to increased balances, we 
must give reasons why the policy of 
maintaining a small or unprofitable ac- 
count is dangerous from the customer’s 
viewpoint. As in everything else, what 
the public is chiefly interested in is what 
there is in it for them. How will I bene- 
fit by keeping more money in my bank 
account? What benefits will my com- 
pany receive by keeping a larger cash 
reserve in the bank? The answer in 
both cases is the same—credit. As a 
general thing, the public knows very 
little about the banking business. They 
have never been educated to the cost and 
intricacies of handling an account. If, 
however, they were given the facts, and 
told the benefits that would accrue to 
them if they carried a larger bank bal- 
ance, there is every reason to believe 
that eventually some part of the money 
that is now being negligently withdrawn 
would be kept in commercial accounts 
where it belongs. 

Practically all companies and most in- 
dividuals are potential borrowers at one 
time or another. The banker’s attitude 
towards a large cash balance is much the 
same as his attitude towards the item 
of “reserves” carried in a financial state- 
ment to offset unexpected losses. It rep- 
resents conservatism, sound business 
judgment, and a willingngess to co-oper- 
ate with the banker that characterized 
the customer a first class credit risk. A 
cash balance represents a reserve fund 
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that is essential to the carrying on of 
personal and corporate enterprises. It 
is our most liquid form of asset and one 
that bespeaks the soundness of one who 
endeavors to keep it as large as possible. 

Very few banks located in industrial 
centers are able to meet all their loan 
applications. This means that the banker 
must select his loans carefully, always 
keeping in mind the individual case. At 
such a time, those that get first considera- 
tion are the individuals and companies 
that have maintained a cash balance with 
their bank which is greater than their 
day to day needs. 

This is an excellent copy angle. Sound, 
honest and genuine. It interests the 
small depositor even more than the large, 
because he is naturally worried about 
the future. All that is needed, there- 
fore, is to work this up with attractive 
layout and effective sentences. The cor- 
poration executive whose company ac- 
count is too small should be told by the 
banking officer that handles his account 
and the individual should be educated 
through various advertising mediums to 
the advantages of carrying a larger bank 
balance. 

The average small bank depositor 
never comes in direct contact with the 
bank’s officials, except when he opens 
his account. He is, nevertheless, a po 
tential borrower. There are apt to be 
emergencies when even those not actively 
engaged in business will need money and 
need it badly. Unforeseen opportunities 
for profit are always presenting them- 
selves, and at such a time even the two 
hundred dollar depositor will come in 
and timidly ask his bank for a loan. The 
first inquiry his banker will make is 
whether he has maintained a growing 
bank balance. If this customer had 
known beforehand his bank’s require- 
ments, he would certainly understand 
how he stood in the eyes of the banker, 
and would have prepared in advance by 
building up his balance. 


SPECIMEN COPY 


The question of telling these facts to 
the public through advertising is largely 
a question of copy. 
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Take, for example, a newspaper ad- 
vertisement that reads, “Have you ever 
worried over your credit standing?”, and 
then goes on to tell the young business 
man the importance of establishing him- 
self with his bank. In another part of 
the advertisement a column appears tell- 
ing him to entrench himself with his 
bank, first, by watching his account. 
“Your bank”, the advertisement tells 
him, “expects you to carry a fair balance, 
depending on your means. It expects 
you to stay several hundred dollars ahead 
instead of several hundred dollars be- 
hind. Establish a reputation for fair 
dealing”. Second, “Do not force your 
bank to give you too much free service. 
It costs your bank money each time you 
draw a check. This cost must be offset 
by a fair balance on your part”. Third, 
“Do not overdraw, or ‘draw against un- 
collected funds’. When you deposit a 
check in your account, it is not cash 
until it has gone to the bank on which 
it was drawn and the funds returned. 
If you draw out the money before the 
funds are returned, you are forcing your 
bank to lend you money without paying 
it interest or signing a note to protect 
it if the check is not good.” 

These three thoughts can act as the 
central theme for a long list of news- 
paper advertisements, the only differ- 
ence being in the layout, headings and 
general appearance. Another very ef- 
fective headline would be “Do you en- 
courage your bank’s friendship—Is your 
Bank a business asset?” 


MEDIUMS AVAILABLE 


This type of advertising, building up 
small balances and correcting abuses 
which cut into the bank’s profits, is ef- 
fective in all of the standard mediums. 

It makes good newspaper copy and 
reaches a wide and varied audience. 
While it is directly beneficial to all banks 
alike, it has an indirect appeal of special 
value. The bank which originates and 
supports this type of copy in any com- 
munity, sells prestige. The public appre- 
ciates honesty. By and in large the 
public eschews “bunk.” Furthermore, 
such advertising says, by its nature, “I 
am a bank large enough to tell the 
truth. I am strong, conservative, safe. 
If you have an account here, your 
checks will have a prestige value, be- 
cause everyone who sees them will know 
that you keep a sufficient balance in the 
bank to make you a welcome customer 
of ours.” 

Newspaper articles can also be built 
around this new commercial banking 
idea. Most editors are alert for new 
ideas, and are anxious for articles ex- 
plaining matters of public interest. The 
subject presents an attractive opportunity 
for so-called free publicity. 

Direct mail advertising can be effec- 
tively used. Booklets on “How to Run a 
Checking Account” are in order, and 
a series of folders and follow-up letters 
is valuable as a means for reaching the 
worst and most chronic offenders. In 
short, there is no medium which cannot 
be adapted to the new advertising. 





SOME 1928 BOND SYNDICATE LISTS 


{Reprinted From The Wall Street Journal] 


leading banking firms heading bond 
syndicates in the final quarter of 
last year and the list of nearly 100 
houses most active in distribution of 
new bonds, The Wall Street Journal 
presents a consolidation of the quarterly 
records to show the bond house organi- 
zations heading large offerings last year. 
It may be pointed out again that these 
compilations are assembled from the 
only available public record—advertise- 
ments of the syndicate offerings. No 
recognition is given to issues placed 
privately since there is no public record 
of them. Credit of heading a syndicate 
is allotted to the firm whose name occu- 
pies the leading position in the adver- 
tisement, a method necessarily arbitrary 
but as nearly accurate as is it possible 
to make it in the absence of other official 
statement. No stock issues are included. 
For 1928 Harris, Forbes & Co. headed 
the largest total of bonds syndicates, 
$481,015,000. Following this firm came 
the National City Co. heading syndi- 
cates aggregating $458,528,000. These 
organizations were the only ones to head 
groups amounting to $400,000,000 or 
more last year. In 1927, J. P. Morgan 
& Co.'s syndicates exceeded half a billion 
at $502,590,000, with National City Co. 
second with a total of $435,616,000. 
The Morgan firm also led the list in 
1926. 


Presding bank the publication of the 


In 1927 fifteen firms and institutions 
headed groups aggregating more than 
$100,000,000; five of them headed syndi- 
cates in excess of $400,000,000. Last 
year twelve headed groups of more than 
$100,000,000. 

Third place was occupied last year by 
Halsey, Stuart & Co. with syndicates 
totaling $333,483,000, followed by 
Guaranty Co. with $272,982,000; and 
Kuhn, Loeb & Co. with $240,267,000. 
The remainder of the dozen firms were 
arranged in the following order: Speyer 
& Co., $171,000,000; Dillon, Read @ 
Co., $159,501,000; Chase Securities 
Corp., $148,443,000; First National 
Bank, $131,287,000; Blair & Co., $126, 
750,000; J. P. Morgan & Co., $103, 
006,000; Lee Higginson & Co., $102, 
625,000. 


RECORD OF 45 FIRMS 


In the quarterly compilations pub- 
lished by The Wall Street Journal, 
houses leading in syndicate leadership 
were placed in three groups, ranging 
from $5,000,000 to $10,000,000, from 
$10,000,000 to $20,000,000, and from 
$20,000,000 upward. For the record of 
1928 complete these minimums are 
quadrupled. The resulting figures show 
forty-five houses, of which the following 
fourteen appear in the tabulation of 
houses heading syndicates aggregating 
$80,000,000 or more: 


As syndicate As 


head 
$481,015,000 


Harris, Forbes 


participant Total 
$484,203,000 $965,218,000 
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First Nat. Bank 131,287,000 
PE, co eck a wp www civ siewade 126,750,000 
ee 8 ae ere 103,006,000 
Lee, Higginson 102,625,000 
E. H. Rollins 95.303,000 
Bonbright 91,915,100 
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438,268,100 
456,354,000 
655,704,000 


201,275,000 
167,400,000 
188,206,000 
118,904,000 


671,801,000 
741,725,000 
307,800,000 


896,796,100 
789,837,000 
928,686,000 
240,267,000 
171.000,000 
360,776,000 
315,843,000 
319,493,000 
245,654,000 
103,006,005 
774,426.000 
837,028,000 
399,715,100 
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Similar data for houses heading syndicates of $40,000,00 to $80,000,000 follow: 


White, Weld 

a Or RE oo ein rua ever ocpiacos wn car eieeoere 
Brown Bros. 

RRS OS fos a10 wi aosara srw eres er scaie 
S. W. Straus 

Hallgarten 

Bankers Co. 

Alex. Brown 

Kidder, Peabody 

Ill. Mchts. Tr. 

Federal Sec. 

Drexel & Co. 

Un. Tr. Pittsburgh 

P. W. Chapman 

First Nat. C. Boston 

Goldman, Sachs 

Manufacturers Trust 


J. & W. Seligman 


As syndicate 
head 


$ 69,791,000 


65,850,000 
64,000,000 
56,070,000 
54,350,000 
53,400,000 
47,682,000 
45,195,000 
44,000,000 
43,960,000 
43,300,000 
42,950,000 
42,856,000 
42,725,000 
42,601,000 
41,000,000 
40,700,000 
40,000,000 


As 

participant 
$ 59,081,000 
165,463,000 
562,571,000 
11,000,000 
48,000,000 
113,332,000 
518,800,100 
28,360,000 
179,000,000 
531,908,000 
181,800,000 


27,500,000 
402,000,000 


Total 

$128,872,000 
231,313,000 
626,571,000 
67,070,000 
102,350,000 
166,732,000 
566,482,100 
73,555,000 
223,000,000 
575,868,000 
225,100,000 
42,950,000 
486,662,000 
42,725,000 
345,901,000 
41,000,000 
68,200,000 
442,000,000 


For houses heading issues totaling $20,000,000 but less than $40,000,000, the 


record shows: 


Blyth, Witter 

RGR, MS, - i010 oi biew olebiade yi mie eine 
Eldredge & Co. 

Se We te GNOG, x ice cicccs oo eewwaies 
LR eee errr 
OD RAMI lle Sracs.t:c.sip ne wiscinneniers 
CMBR NCO. 6 75:0:5!4 sis aires, cibierdi erases 
Taylor & Ewart 

A. G. Becker 

A. B. Leach 

Field, Glore 

W. A. Harriman @ Co. ......cceecss 
Hayden, Stone 


As syndicate 
head 

$ 36,646,000 
36,385,726 
36,661,000 
34,500,000 
26,500,000 
26,350,000 
25,450,000 
25,236,000 
22,800,000 
22,165,000 
21,535,000 
22,000,000 
21,250,000 


As 

participant 
$244,850,000 
161,596,000 
178,512,500 
280,640,000 
87,000,000 
62,765,000 
205,346,000 
64,156,000 
98,333,000 
226,677,000 
385,905,000 
125,000,000 
103,500,000 


Total 


$281,496,000 
197,981,726 
214,173,500 
315,140,000 
113,500,000 
89,115,000 
230,796,000 
89,392,000 
121,133,000 
248,842,000 
407,440,000 
147,000,000 
124,750,000 
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BRITISH AGRICULTURAL MORTGAGE CORPORATION 


(Continued from page 546) 


years and up to tworthirds of the value 
of the land. Such loans will be repay- 
able by equal half-yearly instalments 
which cover interest, repayment of 
principal, and all charges other than the 
appraising fees, and a stamp duty on 
mortgage. For a sixty-year loan the half- 
yearly payments will be £2.15 per £100 
for the duration of the loan. 

Loans to land owners for improve- 
ments will be granted for periods of 
forty years, such loans being subject to 
the approval of the Ministry of Agricul- 
ture. The half-yearly payments on 
them will amount to £3 per £100 for 


the full period of the loan. 
ment covers interest, 


This pay- 
repayment of 
loan, and all charges except those levied 
by the ministry of agriculture, which 


must be paid by the borrower. They 
may, in certain instances, be added to 
the total of the loan if this is desired. 
British agriculture, as in this country, 
has been suffering a serious depression 
in recent years. Although we have had 
an extensive system of agricultural banks 
in operation for several years, they do 
not seem to have provided the remedy 
for farm depression. There are some 
who contend that easier and cheaper 





m Buformation 
had gone to Lunch 


Noon hour ... an important 


question arises demanding an immediate answer. Where is it? 
One man carries it in his head. He has gone to lunch... . the 


bank is considerably embarrassed. 


KARDEX Central Information File 

could have answered that question, 
saved that situation. Is there one in your 
bank? KARDEX “C. I. F.” centralizes 
every item of needed information for 
ready reference .. your depositors, their 
addresses, histories, business connec- 


tions, credit ratings, bank facilities they 
use, influence on other accounts and doz- 
ens of important details. Every officer and 
employee depends upon it. Hundreds of 
banks have installed it and proved it of 
incalculable value. 


Know the details entirely. Send in the coupon today. 
You'll find the Kardex “'C. I. F.” a mighty interesting subject. 


KARDEX 
‘Division 
REMINGTON RAND BUSINESS SERVICE Inc. 
Buffalo, N. Y. 
Sales Offices in all Principal Cities 


KARDEX VISIBLE DIVISION, REMINGTON RAND BUSINESS SERVICE Inc. 


Buffalo, N. Y. 


I shall be glad to look over your book on the Kardex Central Information File. 


Signed 
City 


566 


a 





SS 





EE 


THE BANKERS MAGAZINE 


ee ee 


farm credit of itself, by making it 

ible for the farmer to buy more land 
than he really needs, has been a factor 
in this depression. 


USES TO WHICH A BANK’S 
FUNDS ARE PUT 


HILE on this side of the At- 
\X lantic we are just at present 

concerned about the employ- 
ment of our banking funds in specula- 
tion, an interesting piece of information 
somewhat bearing on the same subject 
comes from across the water. In his 
recent annual address Rt. Hon. Reginald 
McKenna, chairman of the Midland 
Bank, Limited, of London gave some 
figures showing the distribution of the 
advances made by that institution. 
These appear below: 


Distribution 
of bank’s 
advances 


Class of Borrower 


Textile industries 

Building and land 

Wholesale and retail traders .... 
Heavy industries (except coal) .... 
Agriculture 

Food, drink, and tobacco 

Leather, rubber, chemicals 
Miscellaneous trades 

Shipping and transport 

Coal and other mining 


Total, trade and industry . 
Professional and private 
Municipalities and public utilities. . 
BOCIMIEE, Us. 56 dicdesc-s se oSie see 
Internal debit balances .......... 
Insurance and finance houses, &c... 8 
“Stocks and shares” 


Grand total 


From this it will be seen that trade 
and industry absorb 69 per cent. of the 


bank’s advances, while stocks and shares 
get only 83% per cent. Even allowing 


for some additions to the latter item 
from loans whose uses cannot be defi- 
nitely known, it must appear that specu- 
lative loans, as commonly understood, 
occupy a relatively unimportant place in 
the Midland Bank’s portfolio. 


UNDER WHICH CHARTER? 


Act to check the tendency from 

national to state banking. In de- 
ciding under which form of charter they 
shall operate, state or national, there 
are several questions for banks to con- 
sider, profit not being the least of these. 
As national banks lend at the legal rate 
of the state where they are domiciled, 
they gain no advantage over the state 
banks in that respect. Membership in 
the Federal Reserve is compulsory for 
all national banks, but is voluntary for 
the state banks. A national bank may 
issue its circulating notes, based upon 
Government bonds, while a state bank 
has no such privilege. The profit on 
such issues is negligible. Greater equal- 
ity in the matter of taxation may, in 
some instances, attach to a bank oper- 
ating under a national charter. The 
supervising authorities of state banks 
are less distant from the banks super- 
vised than are those under national 
charters. This gives the state bank 
easier and more direct contact with the 
bank commissioners, located at the va- 
rious state capitals, than the national 
bank can have. It must deal with 
Washington. 

But there is one advantage a national 
bank undoubtedly has if it wishes to do 
a nation-wide business. That is the 
prestige which the word “national” as 
a part of its title indisputably confers. 


[’ was one purpose of the McFadden 





A BANK OF PERSONAL CONTACT 


+ 


For out of town Banks 
Prompt 


Correspondent Facilities 


WITH resources well over $65,000,000 
the Interstate Trust Company places at the 
disposal of correspondent banks a compre- 
hensive banking service under the direct 
supervision of competent officers. 


A unique feature of our many services is 
the handling of call loans, and we will be 
glad to furnish you with full particulars 
upon request. 


Main Office—59 Liberty Street 


7 


Resources over $65,000,000 





A BANKING SYSTEM ADRIFT AT SEA 


By PauL M. WarBuURG 


An outspoken criticism of the Federal Reserve Board's attitude in the face of a 


highly speculative market. 


The writer is one of the country’s recognized financial 


leaders, the chairman of the International Acceptance Bank, New. York, and a former 


member of the Federal Reserve Board. 


The following article is based on remarks 


of Mr. Warburg to the stockholders of the International Acceptance Bank at the 
bank’s annual meeting. 


public is gen 
look upon the 
the air as the 


erally inclined to 

art of rising into 
sole accomplishment. The layman is 
apt to overlook the fact that the 
mastery of the art of descending is of 
equal, if not greater, importance. 

No central banking system may 
safely permit its facilities to expand 
unless it is certain of its determination 
and ability to bring about contraction 
when circumstances require. If Dr. 
Eckner had not been possessed of the 
unrestricted authority to shape the 
course of his “Zeppelin” according to 
the meteorological conditions he would 
meet, and to give his orders for land- 
ing within the fraction of the second 
that circumstances required, if he had 
not been certain of the prompt re- 
sponse of his engines and his crew, he 
never could have ventured to rise. Had 
his maneuvers been dependent upon 
the directions of 120 men, acting 
through twelve separate boards of di- 
rectors, and operating “subject to the 
review and determination” of a cen- 
tral board of eight men, who may be 
wide apart in their views and be- 
wildered by political influences and 
attacks, his ship would have been 
wrecked. 

Now, while it is obvious that we 
could not and should not give to one 
man, or to one single set of men, the 
wide autocratic powers that would as- 
sure the greatest efficiency in the ad- 
Ministration of our central banking 
system, it is equally clear that, as at 
present constituted, the machinery 


: aeronautics the 


governing its steering apparatus is too 
complicated to be either safe or efhi- 
cient. The Federal Reserve System, 
pursuing a _ well-conceived and_far- 
sighted policy, rose to a position of 
world leadership. Yet within the short 
span of a year it lost that leadership, 
owing to its failure promptly and 
effectively to reverse the engines at 
the critical moment. 


STOCK EXCHANGE GOVERNS FLOW OF 
MONEY 


The rudder then passed into the 


hands of stock exchange operators, 
who have now for many months gov- 
erned the flow of money, not only in 
the United States, but in the prin- 
cipal marts of the world. History, 
which has a painful way of repeating 
itself, has taught mankind that specu- 
lative over-expansion invariably ends 
in over-contraction and distress. If 
a stock exchange debauch is quickly 
arrested by prompt and determined 
action, it is not too much to hope 
that a shrinkage of inflated stock 
prices may be bronght about without 
seriously affecting the wider circle of 
general business. If orgies of un- 
restrained speculation are permitted 
to spread too far, however, the ulti- 
mate collapse is certain not only to 
affect the speculators themselves, but 
also to bring about a general depres- 
sion involving the entire country. 
From the economic lessons taught 
by the aftermath of the Great War, 
we learned that the excessive creation 
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There's Opportunity aplenty 
in New England , 


Ww" only 7% of the nation’s 
population, New England 
produces over 11% of all its manu- 
factured goods. It is only to be ex- 
pected, for this territory has always 
had mighty factors in its favor— 
abundant skilled labor, ample credit 
supply, unexcelled transportation 


facilities, a great consuming market 
right within itself. 

And New England’s prosperity 
today is not dependent on any single 
industry. The latest United States 
census lists 34.8 separate and distinct 
industries. Of these, 217 are repre- 
sented in New England, manufac- 
turing amazingly diversified pro- 
ducts. 

These are facts which should 
lead any manufacturer contemplat- 
ing a new plant location to consider 
New England first. The oldest 
and largest bank in the community 
will tell you any facts you may care 
to know. 


“FIRST 


NATIONAL BANK of 
BOSTON 


1784 * 


* 1929 


CAPITAL & SURPLUS $50,000,000 


New England's Largest financial Institution 
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of money or bank credit without an 
equivalent production of assets spells 
inflation. Yet the public mind does 
not appear to realize that the creation 
of an inflated purchasing power is not 
a monopoly enjoyed by goverpments. 
When we consider that the market 
value of the fifty industrial stocks, the 
twenty public utility stocks, and the 
twenty railway shares, which are used 
in computing the Standard Statistic 
Company’s index of the prices of 
stocks, has grown within two years 
from approximately $17,500,000,000 
to $33,000,000,000, we find an ac- 
cretion of approximately $15,500,000,- 
000, an accretion, in the majority of 
cases, quite unrelated to respective in- 
creases in plant, property, or earning 
power. 

Yet this stupendous bulge in “value” 
covers only a limited number of cor- 
porations, and it does not include bank 
stocks, or some of the subtlest elements 
of inflation—incorporated stock pools, 
called “investment trusts.” Nor does 
it comprise the gigantic enhancement 
of real estate values. One can only 
leave it to the imagination to guess 
the amount by which the inflation of 
values such as these exceeds the en- 
tire war debt of the United States. 
In order to grasp the vastness of the 
sums involved, it may be well to re- 
member that the total value of our 
cotton, wheat, and corn crops com- 
bined would amount to approximately 
$4,000,000,000. 

There are those who claim that the 
increase in the market value of our 
securities is warranted by their in- 
trinsic value. One might be more in- 
clined to agree with that view if the 
present level of our stocks were not 
sustained by a colossal volume of loans 
carrying unabsorbed securities, of 
which $6,000,000,000 of brokers’ loans 
form only a part, and if the banking 
structure carrying this inflated in- 
verted pryamid did not rest on a basis 
of Federal Reserve credit, which’ in 
these last two years has been stretched 
by an increase in the earning assets 
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of about half ‘a billion dollars over 
what used to be their approximately 
normal size. 


PARALLELISM BETWEEN 1929 AND 1919 


Conditions such as these recall to 
our minds the painful events of the 
years of 1919-21. Yet the parallelism 
between that period and the present 
does not seem to be properly appre- 
ciated by the general public on ac- 
count of the fact that billions of dol- 
lars poured into the stock exchange 
by domestic corporations and from 
across the seas are not revealed by the 
barometer indicating the Federal Ret 
serve System’s condition and because 
the index does not register the same 
striking rise of commodity prices shown 
in the inflation period of 1919 to 
1920. It should be remembered, how- 
ever, that in those years there pre- 
vailed a shortage of commodities and 
a passionate demand for them, while 
at present the world is craving for the 
ownership of shares and for the satis- 
faction of new wants. Nobody would 
object to a fulfillment of these desires 
so long as the necessary funds were 
provided from savings. But when the 
savings of the masses are deposited as 
margins for stock exchange specula- 
tions, and when the extravagant use 
of funds for speculative purposes ab- 
sorbs so much of the nation’s credit 
supply that it threatens to cripple the 
country’s regular business, then there 
does not seem to be any doubt as to 
the direction in which the Federal 
Reserve System ought to exercise its 
influence quickly and forcefully. 

People who express the fear that 
increases in the Federal Reserve Bank’s 
rediscount rates might hurt business 
overlook the far greater hurt the coun- 
try will have to suffer if their advice 
to permit the situation “to work itself 
out” were followed. Moreover, for 
approximately the last six months we 
have had, in effect a bank rate of 7 
or 8 per cent.; for it is that rate which 
during that period has directed the 
flow of gold to our shores and which 
















LARGEST 





TRUST COMPANY 
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Boston to LAwReENce <> SB ANTELOPE s+ SS 26 mes ww 26 minutes 


THE FIRST “MILE A MINUTE” FLIER 


Cuartes Minot of the Boston 'S Maine Railroad —always alert to make his 
line stand among the first in the country — built, in 1845, a locomotive called the 
‘Antelope’ — declared it should run a mile a minute —or go back to the shop. 


q“Can you put me into Lawrence Today crack B & M trains fly 








in twenty-six minutes, Pember- through five states — over 4049 
ton?” “Yes, Mr. Minot,’ answered miles of modern trackage. With 
his engineer . . .““Good! I'll ride — such enterprises foremost in the 
with you.” development of New England 






The ‘Antelope’ gathered headway _ transportation, the OLp CoLony 
over a cleared track, annihilating Trust Company has been long 
space at a rate before un- identified... As New Eng- 
heard of. Just as the ‘Ante- - land’s largest Trust Com- 
lope’ roared into Lawrence, | pany, we are equipped to of- 
Minot’s timepiece marked fer our services for the needs 
the twenty-sixth minute! of healthier commerce. 
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TRUST COMPANY 


17 Court Street Boston MAssacHusetTTs 
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has exercised a decisive influence in 
the fashioning of our domestic rate 
structure. When commercial paper 
commands 534 per cent., and when 
bankers’ acceptances sell at 53% per 
cent., rediscount rates of 4/2 per cent. 
and 5 per cent. seem grotesquely im- 
potent and out of line. Procrastina- 
tion in bringing such rediscount rates 
into a proper relation to actualities, 
hesitation in taking effectual means to 
reassert the Federal Reserve System’s 
leadership, place a grave responsibility 
on those in charge of its administra- 
tion. 

It is true that our inability to de- 
velop a country-wide bull market and 
our failure to establish on our stock 


exchange a system of term-settlement 
dealings aggravate the difficulties of 
our problem. But these defects of our 
system render the need for determined 
leadership all the more imperative. 
That the country’s banking system 1s 
tossing about today without its helm 
being under the control of its pilots 
gives cause for deep concern. Yet the 
fault does not seem to lie so much 
with the men in charge of it as with 
the structural defect of its administra- 
tive organization. The banking fra- 
ternity would be well advised to an- 
ticipate radical Congressional proposals 
by taking the lead in seeking the lines 


along which reform may be brought 
about. 


ADDITIONAL INCOME TAX FOR BANKS 
AND FINANCE COMPANIES 


G sees wl be additional income 


taxes will be collected from bank- 

ing, finance and mortgage loan 
companies as a result of a decision 
recently rendered by the United States 
Board of Tax Appeals, according to 
J. S. Seidman, tax expert of Seidman & 
Seidman, certified public accountants. 

“The board holds,” Mr. Seidman ex- 
plained, “that where commissions are 
charged for making loans, and the com- 
mission is deducted from the amount 
paid the borrower at the time the loan 
is made, the commission must be re- 
ported as income in the year in which 
the loan is made, and cannot be deferred 
until the loan is paid, if the accounts are 
kept on an accrual basis. 

“This ruling settles a point about 
which there has been considerable doubt 
and controversy. The companies have 
contended that the transaction is, in 
effect, one where the borrower's obliga- 
tion is purchased at a discount and no 


gain is realized until the obligation is 
paid and the amount received exceeds 
the amount advanced. The board, how- 
ever, has decided that the situation is 
different from buying obligations at a 
discount. The point of difference, the 
board says, is in the fact that in a pur- 
chase at a discount, if the borrower 
were to repay the loan before maturity, 
he would get a rebate of part of the 
discount, whereas a commission charge 
is retained by the lender irrespective of 
the time of repayment. 

“Accordingly, the board concluded,” 
Mr. Seidman added, “that where the 
tax payer reports on an accrual basis, 
the income is earned at the time the 
charge is made for the commission. The 
fact that no direct commission payment 
is made by the borrower to the company 
at the time of the loan, except by way 
of the deduction from the face of the 
loan, was held to be immaterial since, 
on the accrual basis, actual cash collec- 
tion is not necessary.” 





Meeting Modern Needs 


HE procedure of this bank in handling the busi- 

ness of correspondents is planned to meet mod- 
ern business needs. Knowing that speed and accuracy 
are always much desired, methods have been shaped 
to make them prime objectives. 


Acting as the correspondent of out-of-town banks 
and bankers, this institution will carefully safeguard 
the interests of all those who entrust business to its 
care. An ever increasing number of correspondents 
attests the dependability of the service offered. 


Oscar H. Haucan 
Chairman of the Board 


Leroy A. Gopparpb 
Vice-Chairman 
Wa ter W. Heap Watter J. Cox 
President Executive Vice-President 


State Bank of Chicago 


A Trust Company 
LA SALLE AND MONROE STREETS 
Member Federal Reserve System 


Capitat, Surptus AND Unpivipep Prorits Over $13,500,000 





A YARDSTICK OF EARNINGS AND 
EXPENSES 


By WILLIAM Hayes 


Contributing editor of THE BANKERS MAGAZINE 


to check their progress for the 

last seven years against that of 
their competitors, near and far, a 
standard of comparison is now avail- 
able. The H. N. Stronck Company 
of Chicago, IIll., consultants to banks, 
bankers, and commercial clients, have 
prepared a chart to serve just that 
purpose. It is in percentages, based on 
the figures compiled by the Comp- 
troller of the Currency. In this form, 
it gives the proportion of gross earn- 
ings which is absorbed by: 

. Interest on deposits 

Interest and discount on_bor- 
rowed money 

Salaries and wages 

Taxes 

Other expenses 

Net losses 

. Net additions to profits. 

It includes also calculations of the 
“per cent. of net additions to profits 
to capital and surplus,” and “per cent. 
of interest paid on deposits to interest 
and discount received.” 

These percentages are calculated for 
the years 1921 to 1928 inclusive. A 
separate figure is given for each state, 
and average figures are furnished for 
all the important geographical divi- 
sions, and for the United States as a 
whole. It is possible, therefore, for 
any individual bank to compare its 
own performance not only with that 
of the whole country, but also to local- 
ize the comparison down to its own 
region and its own state. Percentages 
are also given (these for the United 
States as a whole only) covering banks 
not members of the National Bank or 
Federal Reserve System. 


Fe those banks which would like 


The chart is so large and contains 
so many figures that it is impossible 
to reproduce it in full in THE BANK- 
ERS MAGAZINE. However, it is pos- 
sible, and desirable, to point out a few 
of the trends which are clearly in- 
dicated by a study of the figures pre- 
sented, 

DEPOSIT INTEREST AND BANKING 

PROFITS 


In general, during the eight years 
included in the computations, the pro- 
portion of gross earnings absorbed by 
interest on deposits has tended to 
grow. In 1921 it amounted to only 
24.4 per cent. Every subsequent year 
showed an increase up to 1925, when 
the figure reached 33.3 per cent. There 
was a slight decline in 1926 and 1927, 
but in 1928 the percentage attained a 
new high level of 33.6 per cent. This 
gives the support of actual statistics to 
the statement so frequently heard— 
that the interest paid on deposits is 
taking an increasing share of banking 
profits. 

The proportion of interest and dis 
count received which was again paid 
out in the form of interest on deposits 
has also tended to increase, from 26.5 
per cent. in 1921 to 39.2 per cent. in 
1928. Interest rates on loans have 
declined (during the period, although 
at present they are high) without a 
corresponding reduction in the rates 
on deposits. Indeed, the general ten- 
dency has been toward increasing inter- 
est rates paid on deposits. This is 
part and parcel of the trend noticed 
above. It results from the keen com- 
petition which exists in banking, as in 
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every line of business today. It is one 
of the pressing problems awaiting solu- 
tion. 

The trend toward higher wages and 
better living standards has been re- 
flected in the banking field, also, though 
in probably smaller degree than in 
other lines of business. The increase 
in the percentage of gross earnings 
devoted to the payment of salaries 
and wages was only from 16.9 per 
cent. in 1921 to 19.5 per cent. in 
1928. It is a fact worth noting that 
for banks which were not members of 
the National Bank System and the 
Federal Reserve System, this percent- 
age tended to go in the opposite direc- 
tion. During the same period, it de- 
clined from 26.6 per cent. to 24 per 
cent. However, even with these re- 
adjustments, the percentage for non- 
members at the end of the period was 
higher than the average for all banks 
in the United States. It is doubtful 
whether this really means that the level 
of wages has been raised in the non- 
member banks. More likely it indi- 
cates that their gross earnings have 
declined, and, being smaller banks, the 
percentage has advanced, without any 
real advance in the wage scale. 

The same conditions prevail in the 
relation of other expenses to gross 
earnings; namely, the percentage for 
all banks in the United States has in- 
creased (from 10.7 per cent. in 1921 
to 11.6 per cent. in 1928), the percent- 
age for non-members has decreased 
(from 14 per cent. to 13.4 per cent.), 
but the latter is still higher than the 
former. Presumably the cause for the 
divergent trends is the same as in the 
case of salaries. In the New England 
states, also, there was a very small de- 
crease in the percentage during the 
period, but it was so small as to hardly 
warrant more than passing mention. 


PER CENT. OF LOSSES TO GROSS 
EARNINGS 


There have, however, been compen- 


sations. For one thing, the percent- 
age of losses to gross earnings has de- 


clined—-that is, if we consider the 
United States as a whole. For this is 
another instance in which we find the 
trend of all banks and non-member 
banks in opposite directions. This time, 
however, the contrast is sharper, for 
we find the percentage for non-mem- 
bers, starting far below that of the 
United States as a whole in 1921, and 
ending in 1928 slightly above the 
figure for all banks. The actual figures 
are as follows: for non-members, 1921 
—3.5 per cent., 1928—9.2 per cent.; 
for all banks in the United States, 
1921—12.8 per cent., 1928—8.3 per 
cent. We believe it will be conceded 
that, as a general rule, the banks which 
are not members of the National Bank 
System or the Federal Reserve System 
are less carefully supervised and man- 
aged, and, as a consequence, it is 
natural to expect a larger percentage 
of losses in difficult times like those of 
the last eight years. There is also to 
consider the fact that perhaps the bulk 
of the non-member banks are located 
in the Western and Southern states 
where farm crises cause frequent and 
serious losses. There is confirmation 
for this latter assumption in the fact 
that the percentage for Western states 
banks increased sharply from 11.7 per 
cent. in 1921 to a high of 20 per cent. 
in 1924, which a subsequent irregular 
decline to 12.2 per cent. in 1928. 
Some expense items have also dur- 
ing the period become less important. 
For example, the percentage of interest 
and discount on borrowed money to 
gross earnings has decreased—and very 
sharply—since 1921. In the earlier 
year it took 9.9 per cent. of the gross, 
whereas in 1928, it took only 1.4 per 
cent. This abrupt drop (it was par’ 
ticularly marked between 1921 and 
1924) is the result of two factors. 
One is the lowering of the Federal 
Reserve rediscount rate, especially dur- 
ing the period of the most of the drop, 
and in addition, the decreasing amount 
of money borrowed by banks in gen- 
eral from the Federal Reserve System. 


(Continued on page 583) 
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HEN writing the financial 

\X/ annals of 1929 the impartial 

commentator will perhaps list 
Secretary Mellon’s recent statement on 
bonds as one of rare prophetic vision 
deserving mention over any other de- 
velopment in the last month. 

In a country that has been getting 
steadily deeper into the stock market 
for nearly eight years—and that enjoys 
the experience more the deeper it goes— 
bond discussions nowadays are not 
popular. It is for equity issues that in- 


vestors reserve their enthusiasms. Houses 
with bonds to market find it necessary 
to attach warrants or insert conversion 
rights to give their instruments “kick.” 
That stocks present particular advan- 


tages over bonds nobody questions. 
That stocks will retain a good propor- 
tion of the popularity won with Ameri- 
can investors in late years is undisputed. 
Whether they can permanently com- 
mand the 2 or 3 or 4 per cent. yield 
basis to which they have climbed in the 
Coolidge-Mellon-Hoover bull market is 
a question on which the authorities 
differ. What must be plain is that in 
the excitement over a bull market in 
stocks the country has lost sight of the 
bargains created by a simultaneous bear 
market in bonds. 

Secretary Mellon has attained a rep- 
utation for accuracy in his predictions 
on movements in the stock market based 
on his observations of underlying trends 
in money and business. Significant is it 
then when Mr. Mellon shifts his market 
emphasis from stocks to bonds. And 
Mr. Mellon in the last month has taken 
the view that the time has come when 
it is easier to select a good bond than 
a good stock. 

“This does not mean,” he says, “that 
many stocks are not good investments. 


Some, however, are too high in price 
to be good buys. For prudent investors 
I would say, if making a suggestion, 
that now is the time to buy good bonds.” 

If we accept the movement of sixty 
representative bonds chosen in equal 
number from the industrial, railroad, 
public utility and municipal groups as 
a fair representation of the market, we 
arrive at the conclusion that bonds in 
this country were scraping bottom in 
1920. In July of that year when prices 
were lowest these descriptions at 6.11 
per cent. offered the best average yield 
in history. From the low 1920 levels 
bonds rose persistently for several years. 
By early 1928 the indicated yield to in- 
vestors had been squeezed down to a 
new recent low at 4.37 per cent. 


BOND CHANGE SINCE EARLY 1928 


Under the stimulus of tremendous 
activity in the stock market institutional 
and private investors perhaps have failed 
to measure fully the changed position 
in bonds since the beginning of 1928. 
And it is in the performance of the 
bond market since early last year that 
the present significant position of this 
market owes its origin. Since early 
1928 the long advance in bond prices 
has given way to a declining movement. 
With the advance in ninety-day time 
money from 4% per cent. at the begin- 
ning of 1928 to a level around 8 per 
cent. now has come a fresh liquidating 
movement in bonds. 

Consequently instead of a 4.37 per 
cent. yield such as prevailed a year ago 
these same bonds now are available in 
the open market on a 4.70 per cent. 
basis—a yield that is more attractive 
than any offered to investors in this 
country since 1925 when the whole 
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trend in yields was rapidly toward lower 
rates. 


BOND YIELDS IN 1929 MARKET 


What this means is that bonds in the 
1929 market present an opportunity for 
high return to investors that was not 
offered in the entire era from 1900 to 
1917—except for a brief period at the 
time of the 1907 panic. Panic prices 
for bonds today, at a time when under- 
lying conditions remain intrinsically 
sound, result from the tightening trend 
in money rates in connection with the 
country’s speculation in stocks. But it 
is becoming increasingly plain to market 
observers that bonds must sooner or 
later, as the public’s attitude changes, 
develop a real scarcity value. 

Until a year ago this country’s financ- 
ing by domestic corporations represented 
flotations primarily of bond issues and 
only incidentally of stock issues. In 
1927 about 73 per cent. of the entire 
corporate financing in this country took 
the form of bond offerings, as against 
27 per cent. in stock. If we trace the 
record back to 1921 we find a disparity 
even more striking. Bonds then rep- 
resented 88 per cent. of the total, as 
against 12 for stocks. Beginning with 
1928 corporations found themselves in 
a position to take advantage of the 
public’s craze for equity issues, and 
undertook an increasingly larger pro- 
portion of their financing through stock 
offerings. Stock flotations for the first 
time in history represented as much 
volume in the domestic financing pro- 
grams as bonds. Fifty per cent. in bonds 
and 50 per cent. in stocks was the new 
ratio. 

In 1929 during the first two full 
months on which information is avail- 
able bond offerings became still more 
scarce. Stock offerings became still more 
numerous. Bonds in this early 1929 
period represented only 31 per cent. of 
all financing as against 69 per cent. for 
stock. So long as stocks remain the 


popular vehicle for investment they now 
the supply of new 
not greatly affect 

But the time will 


are this shrinkage in 
bond offerings will 
the market in bonds 
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come perhaps this year when conserva- 
tive institutional and individual in- 
vestors will recognize a neglected op- 
portunity. The pendulum once more 
will point to bonds at panic prices as 
the outstanding bargains for careful in- 
vestment in the entire security list. 


UPWARD BOND MARKET LIKELY 


Whether at 4.70 the average yield on 
bonds represents strictly bottom prices 
for gilt edged descriptions nobody 
knows. With further advances in 
money rates doubtless bonds will seek a 
slightly lower level and yields a slightly 
more attractive basis. But the investor 
who waits for the rock bottom price in 
the bond he seeks for his portfolio might 
awaken some morning to find that he 
has lost another golden opportunity. 
Once a healthy demand develops again 
for bonds the market is likely to move 
upward two or three points so rapidly 
that no substantial volume of bonds can 
be drawn in by the bargain hunters. In 
the absence of heavy bond flotations in 
1928 and so far in 1929 these descrip- 
tions are developing a scarcity value 
that could accelerate the advance in 
prices once it starts. 

Without here attempting to indicate 
on what level common stocks eventually 
will be bought by conservative institu- 
tions for investment purposes—and 
granting that they will permanently 
command a relatively high level—some 
striking comparisons may be drawn in 
the present market. This much at least 
is clear—in the last year stocks have 
become relatively dearer, and bonds rela- 
tively cheaper. At the beginning of 
1928, as will be seen from the accom- 
panying chart, either common stocks or 
high grade bonds could have been 
bought to yield approximately 4.40 per 
cent. to investors. Previous to that 
time stocks had been available to yield 
more than bonds. 


INCREASING STOCK-BOND DISPARITY 


With the rapid advance in stock 
prices since a year ago and a simulta’ 
neous decline in bond prices a greater 
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and greater disparity has developed be- 
tween the two. Stocks for the first time 
in history have entered an epoch dur- 
ing which they have commanded a price 
level at which their yield has been sub- 
stantially lower than that offered by 
bonds. In this year the yield available 
on ninety selected common stocks has 
fallen from 4.40 per cent. to 3.25 per 
cent. Simultaneously the yield on sixty 
selected high grade bonds has risen from 
4.40 per cent. to 4.70 per cent. Where- 
as the investor a year ago thus could 
obtain a 4.40 per cent. yield either from 
good stocks or good bonds the present 
market offers a 4.70 per cent. yield to 
the purchaser of bonds as against 3.25 
on stocks. 

In any consideration of the trend in 
bond prices thought must be given to 
the probable trend in money rates. 
Bond yields over a long period move 
with money. Until the peak in money 
rates is reached it is doubtful whether 
the bottom in bond prices will be 
reached. How money rates will move 
from now on remains a puzzle to the 
money authorities. With time money 
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at 8 per cent. on the dearest level wit- 
nessed since 1920 the indication is that 
sooner or later a major decline in money 
rates will come. When it will start 
nobody can say. What we do know 
is that the position of money makes 
bonds at the moment cheaper than they 
have been at any time in recent history 
except during the 1907 panic, the war 
and the 1920-1921 crisis. 


RESERVE BANKS GOLD POSITION 


It should be remembered in connec- 
tion with the present money stringency 
that the Reserve banks stand in an 
excellent gold position. On any indica- 
tion of a change in the speculative situ- 
ation the Reserve could and perhaps 
would substantially relieve the strain 
through the adoption of measures calcu- 
lated to cheapen money. The invest- 
ment portfolios of the member banks 
have been materially reduced from a 
year ago. That the Reserve banks as 
a whole have been able to maintain a 
strong gold position is indicated by the 
fact that the Reserve ratio for the system 
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Bonp Prices Sac AS MONEY ADVANCES 
From the above chart it will be seen that bonds in the last year have moved steadily 


downward with the advance in money rates. 


Ninety-day time money at the beginning 


of 1928 stood around the 4% per cent. level but has since advanced to 8 per cent. 


as a whole is now 71.7 as against 75.1 
a year ago. Taking the individual banks 
we find that the New York ratio stands 
at 81.9, Boston 75.7, Philadelphia 60.7, 
Cleveland 72.8, Richmond 66.3, Atlanta 


71.6, Chicago 60.1, St. Louis 451.2, 
Minneapolis 73.2, Kansas City 67.8, 
Dallas 74.3 and San Francisco 71.71. 
The Reserve’s concern has not been 
ever its gold position but rather with 
an expansion in the demands for specu- 
lative credit greatly exceeding the rate 
of growth in the country’s savings. It 
was the intent of the organizers of the 
Reserve System that the efforts of the 
system should be directed primarily to- 
ward the benefit of industry and trade. 
The assumption was that the market 
was entitled to use whatever surplus 
funds there may be, but it was not the 
intention that the Reserve banks should 
become vehicles through which the 
market might reach out and take more 
than its share of the available credit. 


What the Reserve fears is that eventu- 
ally business must suffer if recent de- 
mands for credit continue until industry 
is unable to obtain the necessary funds 
for expansion without paying dearly for 
them. This rapid expansion in specula- 
tive credit is evidenced chiefly in the 
growth of brokers’ loans. Brokers’ 
loans have risen to a new record peak 
of $5,793,000,000 which compares with 
$3,779,000,000 a year ago—a two 
billion dollar gain in twelve months. 

CHANGE IN MARKET LENDINGS 

The Reserve's problem in this matter 
has been complicated by the changed 
system of lendings. Roughly speaking, 
all funds that enter the market in the 
form of brokers’ loans represent funds 
loaned by member banks (1) for their 
own account, (2) for the account of 
out-of-town banks, and (3) for the 
account of others. Up to a year ago 
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funds that were loaned by member 
banks for their own account and for 
the account of out-of-town banks rep- 
resented the major proportion of the 
loans. Each of these two items con- 
tributed more than the third item on 
the list. And, since the Reserve exer- 
cises direct control over the funds that 
it loans for its own account and for the 
account of its correspondent banks, the 
expansion in brokers’ loans was not 
then a source of such grave concern. 
But when the Reserve began to exert 
its influence through the two items 
under its control to hold down loans, 
lenders found a new way to route funds 
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to the market. The high call rates at- 
tracted private funds from all over the 
world offered to the market in the form 
of member bank loans for the account 
of “others.” The recent sharp expansion 
in brokers’ loans represents almost en- 
tirely a phenomenal growth in these 
private lendings, sometimes referred to 
s “bootleg” money. Since this item 
represents moneys not directly under 
Reserve control the central banking 
authorities express the fear that the time 
may come when these funds will be 
withdrawn, and a burden simultaneously 
thrown upon the banks that conceivably 
might be burdensome and embarrassing. 


Cat 
CMe 


DisPpaRiITY BETWEEN STOCK AND Bonp YIELDS WIDENS 
Simultaneously with a bull market in stocks during the last year has come a bear market 


in bonds. 


Consequently with the advance in stock prices the indicated yield on equity 


issues has fallen, whereas with the decline in bonds the indicated yield on fixed interest- 


bearing obligations has risen. 


Domestic bonds now sell to yield about 4.70 per cent. 


as against 3.25 for stocks. 
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NO EVIDENCE INDUSTRY SUFFERS 


Perhaps the outstanding anomaly of 
the present situation is that 1929 to date 
provides no evidence that industry is 
suffering from the tightening trend in 
money rates, Able economists late last 
summer ventured the prediction that 
1929 business would find itself cramped 
with the advance in money, but no such 
development has taken place. Notwith- 
standing the sharp increase in the charge 
for funds over levels of a year ago 
industry has maintained high levels of 
activity. Indeed it is a striking com- 
mentary on the prosperity of the period 
to find that in February this country’s 
volume of industrial production at: 
tained a new high peak not only for 
that month but for any month on record. 
Standard’s index reached a high of 130.2 
in February as against the previous 
record of 127.3 in January and as 
against a level of 121.8 for a year ago. 
Recovery had been impressive all during 
1928 when business was swinging for- 
ward from the low level of productivity 
reached at the end of 1927. But in 1929 
to date the pace has been accelerated at 
a time when it seemed to many the end 
must have come. 

What is more, this record rate of 
industrial activity represents not simply 
phenomenal gains in a few leading 
groups but substantial improvement all 
along the line. Seldom in history have 
so many industrial units reported an 
increase over the year before as during 
February. Except in four groups— 
building, fertilizer, silk and zinc—im- 
provement was reported in all of the 
major industries for which statistical 
material is available. 


PRODUCTION IN MAJOR INDUSTRIES 


Following out this thought it is inter- 
esting to note that Standard’s index of 
automobile production reached 206.3 in 
February as against 148.7 a year ago. 
The indication is that production will 
reach 1,400,000 cars in the first three 
1929 months, which would be a 40 per 
cent. gain over a year ago. Similarly 
the index of steel production reached 
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136 as against 111.5 a year ago—a 7 
per cent. increase. Steel production in 
the first three 1929 months will run 
about 10 per cent. higher than in the 
initial 1928 quarter. 

Even in the depressed bituminous coal 
industry production has risen to 108.7 
as against 97.9 a year ago. Likewise 
improvement is reported by such in- 
dustries as boots and shoes, cement, 
tobacco, copper, cotton, electrical, lead, 
meat packing, petroleum, sugar and 
wool. 

Briefly stated it is fair to say that the 
rate of industrial production in this 
country during February reached a posi- 
tion 11 per cent. above the computed 
normal and presents a condition of 
prosperity so impressive as to confuse 
those who had thought industry could 
not move forward any further until 
money rates fell. 


CAN INDUSTRY MAINTAIN POSITION? 


Naturally the question that is most 
puzzling is whether this high rate of 
industrial activity can be maintained or 
whether the country in early 1929 has 
attained a fresh peak from which it may 
expect recession before another upturn. 
Developments within the money market 
may yet become a potent factor in the 
situation although it is possible that the 
real test in the competition for funds 
between industry and the stock market 
will not come until the second half of 
the year. So far the stimulation from 
advancing stock prices and easy profits 
has helped rather than hindered business. 
It has enabled corporations to raise 
funds cheaply through the flotation of 
stock issues. It has enabled them to 
improve their capital structures through 
the substitution of large bond issues for 
stock. By eliminating enormous fixed 
obligations the Steel Corporation and 
the Anaconda Copper Company, for 
example, have launched a program 
destined to give them financial strength 
to weather many a storm. Likewise the 
rapid rise in stock prices has given 
people funds for spending. Increased 


(Continued on page 701) 
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A YARDSTICK OF EARNINGS AND EXPENSES 
(Continued from page 576) 


Government economy, reduction of 
the national debt, the passing of war 
time expenses, have found reflection 
in lower taxes for all businesses, banks 
included. The ratio of, taxes to gross 
earnings has shown an uninterrupted 
decline since 1921, when it amounted 
to 7.3 per cent. In 1928 it was only 
§.1 per cent. The decline for non- 
member banks was less marked—from 
4.1 per cent. to 3.2 per cent. The 
cause for the difference in the amount 
of decline is not apparent. 


PER CENT. NET ADDITIONS TO PROFITS 
TO CAPITAL AND SURPLUS 


The net result of all this is a de- 
cline in the proportion of net additions 
to profits to capital and surplus. In 
1928, this ratio amounted to 8.96 per 
cent. for the country as a whole, com- 
pared with 9.80 per cent. in 1921. A 
few sections were conspicuous excep- 


tions. In the Eastern states group, 
for example, this percentage increased 
during the period from 9.60 per cent. 
to 9.90 per cent., and in the new En- 
gland group from 8.38 to 8.92 per cent. 
This increase was, in all probability, 
due to the larger industrial develop- 
ment, with its consequent demand for 
credit, permitting these banks a more 
constant employment of their funds. 
Again, it may have been due to the 
high rate received on call loans during 
the latter part of 1928. The West- 
ern states group, also, shows a diver- 
gence from the trend, though for an- 
other reason. The percentage increased 
from 7.14 in 1921 to 8.07 in 1928, be- 
cause the former figure was abnormally 
low—lower than for any other group 
of states, and much below the average 
for the United States. In the inter- 
yvening years, however, it decreased 
still further, reaching, in 1924 —.19 
per cent., after which it recovered 
sharply. This plainly reflects the eco- 
nomic difficulties which beset that sec- 
tion. 


PER CENT. NET ADDITIONS TO PROFITS 
TO GROSS EARNINGS 


If the proportion of net additions to 
profits to capital and surplus has been 
declining, the percentage of net addi- 
tions to profits to gross earnings has 
been increasing. The gain was from 
18 per cent. in 1921 to 20.1 per cent. 
in 1928. There are two exceptions to 
this, in the groups of states, and one 
among the non-members. This _per- 
centage in the Pacific states decreased 
from 15.4 per cent. in 1921 to 14.9 
per cent. in 1928; in the Mid-Western 
states it dropped from 21 per cent. to 
17.7 per cent. The non-member banks 
also showed a decline, from 34.1 per 
cent. in 1921 to 28 per cent. in 1928. 
Perhaps these differences indicate the 
development of sounder banking prac- 
tices on the part of smaller banks 
among the non-members and in the 
specific regions mentioned. Perhaps 
the banks are placing a larger propor- 
tion of gross in surplus, to be prepared 
for the next difficult period, when it 
shall come. Perhaps, on the other 
hand, this policy (if policy it be) of 
carrying a smaller percentage of gross 
to the profits account is the result of 
painful necessity, in the form of a 
larger percentage of loss. 

Which of these explanations is cor- 
rect is open to conjecture. And, for 
that matter, any conclusions drawn 
from a statistical chart are open to de- 
bate. While statistics are the best 
means by which to show facts in large 
numbers, they never show the causes 
behind those facts. Experience, eco- 
nomic reasoning, and thought must be 
added to any statistical series, if one 
is to explain why the figures move as 
they do. Hence the explanations given 
above of the possible causes of trends 
are offered in all modesty, and are 
subject to revision in the light of fuller 
knowledge. 


(Continued on page 589) 
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DRAMATIZING THE BANK WINDOW 


By RICHARD BARNES 


The author of this article draws on his eight years of practical experience in handling 
the window displays of the Guardian Trust Company of Cleveland, for which insti- 


tution he has developed more than 500 displays. 


The results of Mr. Barnes’ ex- 


perience as set forth in this article will be found both interesting and informative. 


ANK window displays are built 
B upon the same basic principle 

which governs store window dis- 
plays. They are both designed to sell. 
The store sells merchandise—the bank 
sells service—and insofar as they both 
use windows, together with other forms 
of advertising and publicity, they have 
similar problems of arrangement, bal- 
ance, color, lighting and draping. But 
here the ways part. Bank windows call 
for dramatization of ideas. Merchan- 
dise, as such, does not figure in the 
effective bank window except where the 
bank may have a policy which permits 
customers of the bank to display their 
merchandise in the bank’s windows. Safe 
deposit boxes stuffed with fake valuables 
and artistically grouped before a back- 
ground of velvet drapes will hardly 
cause a flicker of interest from the pass- 
erby. It would be hard to imagine any- 
one getting worked up with enthusiasm 
over savings pass-books or bonds even 
if they were neatly tied up with pale 
blue ribbon and carried envelopes to 
match. When the advantages of safe 


deposit protection and the desirability 
of the safety and profit which accom- 
pany a savings account are effectively 
dramatized, people will jostle one an- 
other trying to get closer to the windows. 

Out of eight years’ experience in de- 
veloping more than 500 displays, the 
Guardian Trust Company, Cleveland, 
has found that people are interested only 
in things and activities which directly 
touch their own lives. Ideas relating 
to money, people, spectacular or current 
events, when dramatized realistically and 
simply, will focus definite attention. 
These ideas, however, can only be valu- 
able to the bank when they are tied up 
with a service the bank has to offer or 
definitely linked to the institution in a 
general way. 

A crouching wolf, its jaws clutching 
a bone, its feet buried in the expanse of 
snow which covered the hillside, at the 
top of which stood a lonely log cabin, 
drew crowds of men, women and chil- 
dren to the bank’s window. A light 
gleamed in the window and smoke 
spiralled from the chimney of the cabin 


—s 


A well known figure of speech, “keeping the wolf away from the door,” is 


illustrated in this display. 


Its simplicity makes it register instantly. 





When danger threatens 
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this check cries Vo 7 A 


The intricately patterned sur- 
face of Todd Greenbac Checks 
defies exact reproduction. Here 
a_ conventional design, unlike 
the check itself, is used for 
illustration, 


Let a check-alterer but touch the surface 
of a Todd Greenbac Check with acid 
or ink eradicator and out leap scores of 
impressions of “Void.” The check cancels 
itself—destroys its value immediately 
when alteration is attempted. Every 
business issuing checks needs such de- 
fense for funds in transit. 

Todd Greenbac Checks are widely used 
by banks and businesses as much for 
their attractive, businesslike appearance 
as for the protection they provide. These 
handsome checks are prepared by a secret 
process involving the application of inter- 
locking designs in several colors. In their 
intricate pattern are concealed more 
than a thousand impressions of 
“Void,” ready to destroy the value 
of the check the instant alteration is 
attempted. 


Todd Greenbac Checks are the 


as fit financial representatives of many 
of the most particular modern busi- 
nesses. They are made only from the 
highest quality paper. They create an 
immediate impression of distinction. Yet 
these superior checks cost very little 
more than the ordinary check. Let a 
Todd representative tell you about the 
Greenbac and demonstrate its self-can- 
celing feature. Call the local Todd office 
or mail the coupon. The Todd Company, 
Protectograph Division, (Est. 1899.) 
Rochester, N. Y. Sole makers of the Pro- 
tectograph, the new Super-Safety Checks 
and Todd Greenbac Checks. 


TODD SYSTEM OF 
CHECK PROTECTION 





most personal of personalized cur- 
rency. They are made only to indi- 
vidual order, never sold in blank 
sheets. Every step in their manu- 
facture is carefully guarded—every 
sheet of Todd Greenbac paper is 
registered. Orders are delivered 
under seal to the customer. 

These handsome self-canceling 
checks already have been recognized 


THE TODD COMPANY 
Protectograph Division 
1139 University Avenue, Rochester, N. Y. 


Please send me further information about 
Todd Greenbac Checks. 


4-29 
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_SEARDIAN TRUST ConPANY 


A newspaper clipping furnished the basis of this inexpensive but effective 
window display. 


which snuggled under its winter blanket. 
Here was stark realism. The wolf was 
the real animal although of the stuffed 
variety, and was borrowed from a local 
museum. A card standing in the snow 
carried this information: “Wolf, shot 
about 125 years ago on ground which 
is now the public square.” A larger 
card conveyed the bank’s message which 
was: “A growing savings account will 
not only ‘keep the wolf from your door’ 
but will help you to get the things you 
want most,” and the signature of the 
bank followed. 

The display was simple enough to 
register instantly. The background of 
winter landscape was painted on wall- 
board and cotton batting with Christmas 
snow upon it covered the floor of the 
window. White dots upon invisible 
veiling which was stretched across the 
window glass created an effective .illu- 
sion of distance and falling snow, and 
blue and green floodlights bathed the 
scene in appropriate colors. 

This display was kept for ten days 
and consistently pulled well. Interest 
was heightened by the fact that the wolf 
had been killed on a spot nearby, and 
this was true also of another display 
used at Thanksgiving in which appeared 
a wild turkey which had been killed on 
Cleveland ground not so many years 


ago. The turkey was obtained from the 
same source as the wolf. 


THE IDEA IS THE THING 


The most elaborate displays are not 
necessarily the ones to get the greatest 
attention. More important than any of 
the properties which go to build a suc- 
cessful display is the idea—and ideas 
present themselves in various forms. A 
newspaper clipping furnished the basis 
for a display which had not only good 
drawing-power but also had the merit of 
being closely related to a service the 
bank had to sell. About all the prop- 
erties used were a poster, a strip of turf, 
a backyard fence, a rusty shovel, a large 
fruit jar, an old tin can and some fake 
money. A hole was dug in the turf and 
in it was partly buried the jar and tin 
can which were filled with weather- 
beaten rolls of currency. In the left 
hand corner of the window the turf had 
been torn up, coins lay upon the up- 
turned sod and a blue-green light was 
centered, upon the money. The photo- 
graphically enlarged newspaper clipping 
showed an old man holding a fruit jar 
and a tin can and the story which fol- 
lowed was full of human interest. It 
told of the loss of $17,000 which an 
aged recluse had buried in his backyard 
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The bow of an ocean liner makes a striking display for a bank travel bureau. 


and how he had avoided the loss of an 
additional $11,000 merely because it was 
buried in another spot. The scene, thus 
visualized, fascinated many people who 
stood for lengthy periods with eyes 
fastened on the buried money. The en- 
larged clipping was part of a poster 
which pointed out the power of com- 
pound interest and the safety features 
of a savings account. As for cost, it 
was one of the bank’s least expensive 
displays and yet one of its most effective. 
Of course the money was not real al- 
though it appeared to be, for under the 
$1 or $5 bills at the top of each stack, 
was old discolored bond certificate paper. 


This is the sort of display which gets 
people to stop, read and linger, but there 
is another type designed primarily to 
deliver a forceful flash message. The 
bow of an ocean liner, towering above 
the people passing the bank, coming at 
them head-on, caused them to hesitate. 
The ship’s portholes gleamed with lights 
and from out of the side of the ship a 
continuous moving word sign directed 
attention to the various services offered 
by the bank’s Travel Bureau. Two 
pieces of painted wall-board, cut and 
properly angled to show the bow of the 
ship with sides disappearing in the dis- 
tance, and a painted background of sky 
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TRUST COMPANY 


The unusual size of this travelers’ check—it is three by seven feet—is certain 
to catch the eye. 
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and clouds, constituted the display. 
Stretched blue-green chiffon makes a 
rather effective sea, especially if an 
electric fan is set under it to give mo- 
tion. The dominating simplicity of this 
one big unit of an ocean liner got atten- 
tion and tied in closely with the Travel 
Bureau, although not many people 
stopped for any length of time. 


MONEY AS AN ATTENTION GETTER 


Money gets universal attention. The 
bank wanted to advertise travelers 
checks so it took a specimen check 
and photographically enlarged it to 
roughly 7x3 feet. It was then super- 
imposed upon a 4-foot circle of wall- 
board which was painted to represent a 
gold piece and stood on a base which 
showed paintings of traveling bags and 
a map of the world. The sheer size of 
the check caught the eye and the slogan, 
“Good as gold—far safer,” was easily 
read. Here, again, was a flash display 
with little or no detail but which the 
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bank believes definitely sold travelers’ 
checks. 

A window should not be entirely 
judged by the crowds it attracts. A dis- 
play which delivers its message in a flash 
hits more people than one which gets 
them lined up before the glass. A poor 
display relies solely upon close examina- 
tion and tells no story at a glance, yet 
fails to stop the passerby. 

Photographs have a wonderful appeal. 
Current events, fire scenes linked up 
with safe deposit protection, get excel: 
lent response. A new booklet on wills 
issued by the bank, when enlarged eight 
or ten times, can create a heavy demand 
for free copies. Ideas present themselves 
in many ways to the alert display man. 

A store may be known for its beauti- 
ful windows, a bank for its interesting 
windows. Beauty and interest are not 
always handmaidens yet fine merchan- 
dise well displayed, and financial serv- 
ices strikingly dramatized, have this in 
common—they both sell. 


A YARDSTICK OF EARNINGS AND EXPENSES 


(Continued from page 583) 


This admission does not, in any way, 
impair the value of this chart to the 
practical banker. The chief importance 
to him of a compilation such as the 
one from which these figures were 
taken is in the fact that it enables him 
to compare his progress with that of 
the average bank in his region, work- 
ing under the same circumstances. If 
his bank is making normal progress, 
its showing should be at least as good 
as the average. If it is not going for- 


ward at the average rate, relatively it 
is falling behind. Comparisons of the 
details will reveal in what way it is 
falling behind—whether because of too 
high expenses, too high interest on de- 
posits, too many losses. This is the 
first time, to our knowledge that such 
a comprehensive. scale of measurement 
has been made available. It should do 
much to improve banking practices, if 
widely, carefully, and _ thoughtfully 
used. 





The 
STATEMENT 


of the average Reserve City bank is 
not prepared especially for the in- 
formation of any particular group 
of clients. Comptroller of the Cur- 
rency, shareholder, and depositor 
alike, each must read into the figures 
something of peculiar interest from 
his own viewpoint. 


We believe the following exhibit will 
be accepted as convincing evidence 
of the strength of this institution and 
its ability to care for the needs of its 
correspondents. 


On March 5, 1929, the date this advertise- 
ment was written, we had: 


Bills Payable with Federal 

Reserve Bank $11,500,000 
Loans to correspondent banks 21,000,000 
Commercial paper eligible for 
rediscount and Government 
securities owned ... . . 61.000,000 
Loans on callin New York . None 


FS 
THE 


PHILADELPHIA 
NATIONAL BANK 


INCORPORATED 1803 


PHILADELPHIA, PA. 
Capital and Surplus $50,000,000 








THE SIGNIFICANCE OF THE SAVINGS 
BUSINESS 


By TayLor R. DuRHAM 


A comprehensive summary of the possibilities for further expansion and development 
in the savings field offered by an intelligent study of community demands and indus- 


trial requirements. The following article is taken from an address before the Mid- 

West Regional Savings Conference at Grand Rapids, Mich. Mr. Durham is president 

of the Savings Bank Division, American Bankers Association, and vice-president 
of the Chattanooga Savings Bank and Trust Company, Chattanooga, Tenn. 


money deposited as savings in 

banks is published, it draws from 
the public press many expressions of 
astonishment and speculation. Com- 
parisons are made, on one hand, between 
the amount of savings and, on the other 
hand, the public debt of the United 
States, or the amount of money invested 
in securities abroad, or the amount of 
money levied in taxes each year by the 
United States and its sub-divisions. 
There is also some discussion as to 
whether the savings volume may be 
slowing up industry. 

The savings business concerns more 
people at one time than any other one 
financial subject. Savings and high na- 
tional credit go hand in hand. That 
residue of individual income above ex- 
penses which goes into the bank as 
savings not only indicates self discipline 
on the part of the depositor and to some 
extent at least knowledge of the meaning 
and use of money, but, more than that, 
it eventually proclaims national intelli- 
gence, civilization and solvency. 

At the close of the recent war, those 
districts in our own country whose sav- 
ings deposits were most meager paid the 
highest rates for the use of money. 
Under normal conditions, banks located 
where savings are greatest earn greatest 
profits because of the greater volume of 
business, even though the profit on each 
dollar loaned is small. 

The savings habit does not come from 
intuition. It is not congenital. It is an 
outgrowth of education. Originally in 


Fie: year as the volume of the 


America it developed from stark neces- 
sity. Savings tided over the bad season. 
The specters of old age, disease and 
dependency aroused a champion for 
creature comforts and happy old age. 
The champion was savings. In modern 
years these specters have retreated 
farther into the background as the 
positive benefits of savings have been 
heralded. 

Three factors at least contribute to 
the greatly increased volume of savings. 
One is the increase of earnings over 
necessary expenditure. Another is the 
relatively larger unit of money necessary 
in the present day. A third factor is 
the knowledge of how to utilize savings 
after they have been acquired. 

Forty years ago stories of hidden 
treasures were common. Now they are 
rare. A few weeks ago an old Dutch 
oven in Connecticut revealed a cache of 
about 24 thousand dollars. So unusual 
was this find that it secured nation-wide 
attention. The miser has all but dis- 
appeared in American life. Savings are 
now definitely an agency of blessing, 
both for him who acquires and him who 
benefits by the power released by what 
might be called applied savings. 

Only within the last thirty years have 
banks realized the possibilities of the 
savings business either as it related to 
themselves or to the community. 

Savings banking began in a small way, 
fostered by the minister and the school 
teacher. Its growth was precarious. 
Commercial banking was the lure which 
attracted the so-called leaders in finance 
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Exchange Place 


sth In The p,. 
aa fou" 0g 
" And Prosperity 

OF Our People 


The recently completed In- 
dustrial Trust Building gives 
Providence a fine modern 
office building of the Ameri- 
can perpendicular type: a new 
high spot in an old skyline, a 
source of pride to all. 


This building was built 
with faith in the contin- 
ued progress of our people 
and our industrial and 
commercial prosperity for 
many years to come. 


From this main office and 

from our fourteen branch 

offices we are offering 

all the services of modern 

banking to the people of 
Rhode Island. 


Correspondence Invited 


INDUSTRIAL 
TRUST COMPANY 


Resources More Than $150,000,000 Member Federal Reserve System 


Five PROVIDENCE Offices {£. Providence Pawtucket Newport} 


111 Westminster Street — 63 Westminster Street § Woonsocket Bristol Westerly § 
1473 Broad St.—220 Atwells Ave.—602 Elmwood Ave. ( Pascoag Warren Wickford j 
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and industry. A national bank, it is 
true, would open an institution called, 
A Savings and Trust Company. In the 
meantime strictly savings banks in many 
states had come under strict state con- 
trol and their beneficial influence to some 
degree was throttled by the dead hand 
of law. Practical bankers early saw the 
advantage of hiring money. Attempts 
in Congress to pass legislation prohibit- 
ing national banks from paying interest 
to depositors failed, and by 1895 the 
tide had flowed so far the other way 
that national banks began to open sav- 
ings departments. 


DISCRIMINATING BETWEEN TIME AND 
DEMAND DEPOSITS 


The establishment of the Federal Re- 
serve System which recognized the 
difference between time deposits and 
demand deposits together with the 
amendment of 1917, proved a boon to 
banks. The Federal Reserve law rec- 
ognized what a large bulk of depositors 
had known for years, that savings de- 


posits, if drawing a fair rate of interest, 
were infrequently disturbed. 
The low reserves required against 


savings deposits which developed a 
whirlwind of advertising for savings 
together with the imposition, too long 
delayed, of a service charge on minimum 
commercial deposits, had as a result 
the piling up of an enormous volume of 
savings. Of course there were economic 
factors of great importance entering into 
this growth of savings. 

More recently banks have come into 
a better understanding of the com- 
munity needs. A bank has found that 
if it receives deposits but utilizes its 
funds in distant markets, its prosperity 
declines. Banks which serve their com- 
munities best have greatest prosperity. 

A backlog of savings is essential to 
industrial support. Capital is not a con- 
stant unit of irreducible size but increas- 
ing automatically as new demands are 
made upon it. Capital is constantly in 
a state of flux and its losses are appalling. 
Visualize the abandoned or unsuccessful 


projects in your own home town. Read 
in the newspapers of failures and bank- 
ruptcies. Follow the stories of money 
gathered from honest capital by sharp 
practice. 

In addition to these losses by capital 
there are those incident to productive 
and successful industry. Outmoded ma- 
chinery in every industry takes heavy 
toll from capital. Time was when this 
capital depletion was made up through 
profits in the industry itself. This situa- 
tion contemplated a sufficiency of capi- 
tal in the beginning to initiate the pro- 
ject. 


AS INDUSTRY PROGRESSED 


As each new industry has reached the 
stage of stability pressure for legislative 
action in the savings bank status has be- 
come pronounced so that more money, at 
lesser rates, may be available for the 
extension of industry, which in turn 
employs more manpower and distributes 
its products for enlarging the capacity 
of mankind for enjoyment and increases 
the margin of time for leisure or in- 
creased productivity. 

Only when the pressure of immediate 
work lightens for a time does the banker 
have opportunity to contemplate the far 
reaching importance of the work in 
which he is engaged, and its beneficial 
effect on the community and on the 
whole economic system of the country. 

His greatest effort must be to secure 
the increasing amount of deposits neces’ 
sary that his institution may take in- 
creasing high rank and that it may serve 
the best interests of its customers. 

The time is past when a banker can 
isolate himself from the group and say, 
“I have nothing in common with other 
bankers. Their problems are not my 
problems. Talking will not produce 
money to pay interest on savings depos- 
its or dividends on stock.” The fact 
remains that parley is usually at the 
basis of the solution of all difficulties. 
The exchange of experiences among 
bankers at conferences, even if there 
were no formal subjects presented, 
would be of incalculable value. 
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The most pertinent illustration of the 
value of talking things over is brought 
to mind by the committee now wrestling 
in Paris with the problem of German 
reparations. After the World War the 
economic situation in Western Europe 
became steadily worse. Then came a 
group of wise men—men without poli- 
tical bias. These men formulated a plan 
which in less than five years has brought 
order out of chaos not only in Germany 
but in all Western Europe. The Dawes 
Plan was simply a conception evolved 
through study, survey and conservation, 
held up against a background of exper- 
ience, and applied in a fair manner. 

This savings conference has before it 
many and complex problems of savings. 
Businesses are made or wrecked by the 
method of detail. It is true of banking. 
The term banking connotes nothing of 
detail. Each of us as bankers writes in 
the details. Are we running with mo- 
dern tendencies? Are we shaping our 
policies so that our practices will inte- 
grate with all kinds of honest industry 
about us? 

In a recent survey by a committee of 
the Savings Bank Division, one bank was 
found to be using a method unchanged 
for almost a century; other banks for 
periods as old as the bank itself. How 
many methods in industry are un- 
changed as compared with twenty years 
ago, let alone thirty, forty, or fifty years 
ago? 

Are bankers using a Christmas Sav- 
ings Club grudgingly or half heartedly 
because it was not a part of banking 
when they were boys; or are they utiliz- 
ing it as one of the least expensive ways 
to secure customers for the other depart- 
ments of the bank? 

Have bankers honestly investigated 
the advantages of the personal loan and 
industrial department or simply dis- 
missed it with the statement that we are 
not in the five and ten cent business? 

Do bankers lend money on mortgage 
so that their customers may buy homes 
and repay them on the basis of fixed 
monthly instalments, or are they yet 
clinging to the old policy of lump pay- 
ment brought into vogue when men were 


— 


not paid regularly daily, weekly, bj- 
weekly, or monthly as at present? Or 
have they allowed a so-called financial 
agency operating in competition with 
them to get all this profit, while they 
invest, not only their secondary reserves 
but also their other available funds, in 
stock exchange bonds which are neces: 
sarily high when they buy and low when 
they are compelled to sell, since the other 
banks are in and out at the same time as 
themselves? 


GIVING INVESTMENT ADVICE 


Are bankers affording an opportunity 
to their customers to buy securities of 
high grade? The “investors’” page in 
the newspapers is full of inquiries from 
persons saying they have money in the 
savings bank and desire to invest it. 
Everybody buys securities these days. 
Liberty bonds broke up the exclusive 
ness of the bond buyers’ club. 

Have bankers profited by the wise ad- 
vice of the investment committee of the 
Savings Bank Division that they make 
full use of correspondent banks in the 
large cities as to the evaluation of their 
bond investments? There are possibili- 
ties of profit in the bond investment ac- 
count little dreamed of by the country 
banker of twenty years ago. 

Employes’ contests are a demonstrated 
success, yet how many bankers in cities 
of from twenty-five thousand to three 
hundred thousand have taken the time 
or energy to formulate a plan suited 
to the size of their own city or have dele- 
gated the formulating of such a project 
to one of their ambitious juniors? 

It is said that each day before noon 
when the time is sent out from the 
Naval Observatory at Washington to all 
parts of the United States the accuracy 
of the transmitting clock is carefully 
checked with the three siderial clocks 
kept in the underground constant-tem: 
perature vault. So bankers should check 
the condition and practice of their insti- 
tutions with the demands of the commu’ 
nity, the requirements of industry and 
the best traditions of banking modified 


by matured experience. 
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STABILIZING THE DOLLAR 


By RoBertT EATON SAUNDERS 


Since this article was written, several of the country’s most prominent bankers have 
given expression to much the same opinion on the subject of speculation as is voiced 


by Mr. Saunders on this page. 


The author is a Fellow of the Institute of Bankers, 


London. 


the Dollar,” there recently ap- 

peared in one of our leading 
newspapers an interesting article by 
Professor Irving Fisher, who tells us 
that the problem of what to do about 
our unstable money is one of prime 
importance. “We can,” says Professor 
Fisher, “‘as individuals, safe-guard our- 
selves, in part, against the harm from 
unstable money by translating our 


[Juex the caption, “Stabilizing 


accounts into stable dollars, by trying 
to forecast the dollar’s worth, by avoid- 
ing too many bonds, diversifying our in- 
vestments and by 


‘contracting out’ 
especially by employing the index as a 
corrective.” 

Professor Fisher says that the real 
problem is to be found in credit control 
and gold control. He suggests various 
interesting plans in his article. One is 
“to let gold production alone and merely 
change, from time to time, the weight 
of the dollar, thus keeping it constant in 
buying power. Under this plan gold 
would circulate only in the form of 
gold bullion certificates which would be 
redeemable at whatever the legal weight 
might be at the time of redemption. 
The legal weight would be changed 
periodically as prescribed by an index 
number.” 

Professor Fisher states further: “There 
is absolutely no reason, excepting pre- 
cedent, why governments should not act 
to establish a standard unit of value.” 

Now this would be asking govern- 
ments to do the impossible. In the very 
nature of things an invariable standard 
of value is impossible. As Macleod has 
stated: “Value is a mental affection; 
and values are not perceptible by ocular 
demonstration. but they must be declared 


by communication of minds.” Perhaps 
this is something to be deeply thankful 
for. Certainly to read the effusions of 
a certain well known Senator as recently 
reported in the New York Times, must 
give us pause. To say that “Wall 
Street has become the most notorious 
gambling center in the universe”—and 
that it is “the hot-bed and breeding place 
of the worst form of gambling that ever 
cursed the country” is too absurd to 
require comment. 

Any tampering with the various func- 
tions of the exchanges, whether it be 
the purchase or sale of futures in cotton, 
buying and selling on margin, or the 
purchase and sale of bills of exchange 
for future delivery—which often in- 
volves contracts for future discount 
rates—would be equivalent to knocking 
the rungs out of the ladder of commerce 
and finance. 

The very operations of the exchanges 
help to check precipitous declines and 
too rapid advances and are further an 
important cog in the machinery that 
makes for the negotiability of securities. 
Indeed if it were not for the stock ex- 
changes, it would be impossible to obtain 
the enormous sums that are going into 
the development of the vast resources 
of this country. 

To return to the subject of the stabili- 
zation of the dollar, inflation and defla- 
tion we will always have, but they are 
per se natural correctives. Like thunder- 
storms they are unpleasant to be caught 
in, but they clear the atmosphere. 

So far as what Professor Fisher terms 
“this havoc-working, drunken dollar” 
is concerned, it is refreshing to know 
that the dollar occupies today an envi- 
able position in international finance. 
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Bin new 4o-story Union n> 
Trust Building is completed. Hous- ‘4 
ing the combined offices of the Union 

Trust Company and The National 

Bank of Commerce of Detroit, it 

makes available—under one roof— 

the complete financial services of an 
organization with resources in ex- a> 
cess of $160,000,000.00. > 


Bankers and manufacturers who are 

interested in the Detroit area are 

invited to take advantage of the in- 

(a creased scope of our services made 

y possible by the increased facilities in 
our new building. 


Let us show you through our new 
home when next you are in Detroit. 


Union Gust Company and The National Bank of Commerce 


DETROIT, MICH. 
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BANKING AND COMMERCIAL LAW 


Important Decisions of Current Interest Handed down by State and Federal Courts 
Upon Questions of the Law of Banking and Negotiable Instruments. 


BANK LIABLE IN PAYING 
FORGED CHECKS 


Hightstown Trust Co. v. American 
Equity Corporation, Circuit Court 
of New Jersey, 144 Atl. 

Rep. 599 


HERE a bank pays checks 

\X/ bearing forged signatures and 

the payments are discovered 
and reported to the bank by the de- 
positor as soon as the depositors books 
are thereafter audited, the bank will 
not be allowed to charge the checks 
against the depositor’s account. 

Action at law by the Hightstown 
Trust Company against the American 
Equity Corporation and others. Judg- 
ment for defendants. 


OLIPHANT, J.—This is a suit by 
Hightstown Trust Company, as plain- 


tiff, against American Equity Corpora- 


tion, Vernon L. Buchman, H. D. 
Gordon, and J. A. Fraser, as defendants, 
in the sum of $4,500 with interest and 
protest fees, based upon a promissory 
note in the following tenor: 


“$4,500.00 June 21, 1927. 
“Three months after date we promise 
to pay to the order of Vernon L. Buch- 
man, H. D. Gordon and J., A. Fraser, 
Forty-five hundred dollars, ‘at Hights- 
town Trust Co., Hightstown, N. J. 
Value received. 
“American Equity Corporation 
“Vernon L. Buchman, Pres. 
“J. A. Fraser, Treas. 


“No. 701 Due Sept. 21.” 


Indorsed: 
“Vernon L. Buchman 
“H. D. Gordon 
“J. A. Fraser 
“American Equity Corporation 
“Vernon L. Buchman, President. 
“J. A. Fraser, Treasurer.” 


The defendant corporation maintained 
a bank account with the plaintiff com- 


pany and had a line of credit of $10,- 
000. A resolution of the board of di- 
rectors, on file with the bank, provided 
that all checks must be signed by any 
two of the three officers of the corpo- 
ration, who are the three individual de- 
fendants. 

In June, 1927, Fraser, the treasurer 
of the corporation, sent the note in suit 
to Buchman, the president of the cor- 
poration, at Wilkes-Barre, Pa., for his 
indorsement, explaining that it was a 
renewal of one for $5,000. Buchman 
signed the note as president of the cor- 
poration and indorsed it both indi- 
vidually and as president, and returned 
it. Gordon claims he never indorsed it 
or saw it until its authenticity was 
questioned. It was presented to the 
bank, which discounted it and placed 
the proceeds thereof, $4,431, to the 
credit of the corporation on June 22, 
1927. 

According to the bank records, the 
exact amount of the proceeds of the 
note was withdrawn from the account 
of the corporation, as follows: On June 
21st, $2,000; June 24th, $431; July 7th, 
$1,000; and July 19th, $1,000. Gordon 
and Buchman say that they never 
signed checks in these amounts on or 
about these dates, nor did they sign 
checks in blank. Fraser disappeared, 
and after his disappearance four blank 
checks from the back of the corporation 
check book were found missing. There 
is no explanation of how the money 
was withdrawn. The bank regularly 
sent statements to the corporation, but 
the one showing a credit of $4,431 and 
the withdrawals before mentioned had 
been doctored and these items erased. 
The corporation had its books regularly 
audited, and at the first audit after the 
21st of June the discrepancies were dis- 
covered and immediately reported to the 
bank. The four checks above referred 
to were not among those returned nor 
examined by the auditors, and no ex- 
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planation has been made in regard to 
them. 

The plaintiff bank contents itself with 
showing on its own case an arbitrary 
charge against the American Equity 
Corporation account of the four items 
aggregating $4,431. 

The defendants say that the plaintiff 
is not a holder for value, that it is not 
a holder in due course, that it paid no 
consideration for the note in suit, and 
that the defendant corporation received 
no consideration therefor. 

No case directly in point has been 
furnished me by counsel, and after much 
research I have been able to discover 
none in this state; but the great weight 
of authority from other states, and the 
sounder rule, seems to be that a bank 
giving credit for the amount of a note 
is not a holder in due course when such 
credit is not absorbed by the antecedent 
indebtedness or exhausted by subsequent 
withdrawals. In re Legislative Ad- 
journment, 18 R. I. 824, 27 A. 324, 
22 L. R. £. 718; and Brannan’s Nego- 
tiable Instrument Law, p. 386, and cases 
therein cite’ The question is also ex- 
haustively cow ‘-red in 6 A. L. R. page 
252, whercu. :- is stated that the courts 
in this country almost without exception 
have follov .1 the rule above set forth. 

It might *e argued that there were 
subsequent withdrawals from the pro- 
ceeds of the note, but the evidence 
clearly shows, and I am satisfied, that if 
there were withdrawals they were by 
means of forged checks, forged both as 
to maker and payee. 

“The relation between a bank and its 
depositor is that of debtor and creditor, 
and the implied contract on the part 
of the bank is that it will disburse the 
money standing to the credit of the 
depositor only on his order and in con- 
formity with his directions. When, 
therefore, it makes a payment upon a 
check to which the depositor’s name has 
been forged, . . . it must be held to 
have paid out of its own funds, and 
cannot charge the amount against the 
depositor unless it shows a right to do 
so on the doctrine of estoprel, or be- 
cause of some negligence chargeable to 


the depositor.” 


Harter v. Mechanics’ 
National Bank, 63 N. J. Law, 578, 44 
A. 715, 76 Am. St. Rep. 224. 
Neither of these theories is open for 
use by the plaintiff under the facts as 


established by it in this case. Also see 
Camden Safe Deposit & Trust Co. y, 
Lord et al., 67 N. J. Eq. 489, 58 A. 607. 

I therefore determine that the plaintiff 
bank was not a holder for value or a 
holder in due course, and that any 
charges against the accourit of the de- 
fendant corporation were improperly 
made. 

There are several other questions in- 
volved, but under the circumstances the 
court need not consider them. 

A verdict of no cause of action must 
be returned in favor of the defendants 
and against the plaintiff. 


DEPOSIT OF TRUST FUNDS IN 
PERSONAL ACCOUNT 


Maryland Casualty Co. v. City National 
Bank, United States Circuit Court 
of Appeals, 29 Fed. Rep. 

(2d) 662 


The question presented in this case 
involved the liability of a bank which 
permitted a county trustee to deposit 
county funds in his individual acount, 
which funds were subsequently mis 
appropriated by the trustee. 

It appeared that a county trustee had 
two accounts in the defendant bank. 
One was his personal account. In the 
other he kept funds belonging to the 
county. During a period of two years 
beginning in May, 1923, the trustee 
drew seven checks, aggregating more 
than $38,000, against the trust account 
and deposited them in his personal ac’ 
count, the trust funds thereupon becom- 
ing mingled with the trustee’s personal 
funds. 

At the expiration of his term of office, 
the trustee was more than $80,000 short 
in his accounts. The plaintiff casualty 
company made the amount good to the 
county and brought this action against 
the bank on the theory that the bank 
was put upon notice by the transfer of 
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the funds from the trust account to the 
personal account and was liable for the 
amount misappropriated through the 
personal account. 

It appeared that the trustee had paid 
personal debts, including debts which he 
owed to the bank with checks drawn 
against his personal account. 

“The trial court held that the bank 
was liable for the amount actually re- 
ceived by it from the trustee. Both 
parties appealed. The casualty com- 
pany’s contention was that it should 
have been allowed to recover the entire 
$38,000 or, at least, that portion which 
was appropriated “after the first transfer 
was made.” 

Upon the appeal the circuit court 
held that the transfer of the trust funds 
to the trustee’s individual account did 
not bind the bank to look after the 
manner of their disbursement; but the 
court further held that the bank was 
liable for the amount of trust funds 
that could be traced into its hands 
The judgment of the lower court was 
reversed so that this amount could be 
ascertained. 

This decision treats the defendant 
bank rather leniently. It has been held 
in other cases that, where trust funds 
have been deposited in the trustee’s in- 
dividual account and the trustee subse- 
quently pays therefrom a debt which he 
individually owes to the bank, the bank 
will be liable for such amount and for 
all misappropriations thereafter made 
by the trustee. In some cases it is even 
held that, where a bank permits a 
fiduciary to deposit trust funds in his 
individual account, it is liable for all 
misappropriations made by the trustee 
whether it has actual knowledge there- 
of or not. In some states the deposit 
of trust funds in an individual account 
is prohibited by statute. From these 
statements it will appear that the de- 
posit of trust funds in the trustee’s in- 
dividual account is a practice which 
banks should not encourage. 

Suit by the Maryland Casualty Com- 
pany against the City National Bank. 
From the decree, both parties appeal. 
Reversed and remanded. 


MOORMAN, C. J.—J. Parnick 
Smith was trustee of Knox county, 
Tennessee, from September 1, 1922, to 
September 1, 1926. He was the custo- 
dian, as such trustee, of certain county 
funds, and he maintained two deposit 
accounts in the City National Bank of 
Knoxville—a personal account and one 
as trustee. In his personal account he 
deposited his salary as trustee and the 
income he received from a mercantile 
business which he operated in Knoxville. 
The county funds were deposited in the 
trustee account. Between May 31, 
1923, and May 29, 1925, he drew seven 
checks, amounting to more than $38, 
000, upon his trustee account, and de- 
posited them in his personal account. 
During that time he paid several thou- 
sands of dollars of personal debts to 
the bank from this personal account. 
At the expiration of his term of office 
he was more than $80,000 short in his 
accounts with the county. Included in 
this shortage were the funds that he had 
transferred to the personal account. The 
bank did not know that these funds were 
being misappropriated, unless it was 
bound to take notice f!, ,eof from the 
transfer of the funds ,.... the pay- 
ments of Smith’s debts. The Maryland 
Casualty Company, surety on Smith’s 
bond, made good the snortage, and 
brought this suit against the bank to 
recover the amount misappropriated 
through the personal account. 

The theory of the suit was that the 
bank had intentionally aided Smith in 
misappropriating the funds. The trial 
court permitted a recovery upon that 
theory, but limited it to the amount that 
the bank had received. The Casualty 
Company contends that there should 
have been a recovery of the $38,000, or, 
if not all of it, certainly that part of it 
which was misappropriated after the 
first transfer was made. Its contentions 
are: (1) That the drawing of a check 
on the trustee account and the deposit- 
ing of it in the personal account was a 
conversion, in which the bank inten- 
tionally aided; and (2) even if that act 
was not of itself a conversion, when 
the bank accepted the first check on this 
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account for a debt due from Smith, it 
then had notice of Smith’s intention and 
purpose to misappropriate the funds, 
and became liable, not only for what it 
received, but also for any funds there- 
after transferred and misappropriated. 

There are cases which seem to sup- 
port the first of these contentions, but 
those cases are in the minority, and the 
better reasoned cases hold that, in the 
absence of a statute making it so, the 
drawing of a check in due form upon 
a trust fund and the depositing of it 
in the same bank to the personal credit 
of the trustee is neither a conversion or 
misappropriation of the fund nor notice 
to the bank of any such purpose.* 
Under these authorities it cannot be held 
that the bank aided in the misappropria- 
tion by merely accepting for deposit in 
the personal account checks drawn on 
the trustee account. And this, not- 
withstanding United States Fidelity & 
Guaranty Co. v. People’s Bank, 127 
Tenn. 720, 157 S. W. 414. There is 
no statute in Tennessee, so far as we 
are informed, making the deposit of a 


trust fund to the personal account of 
the trustee a misappropriation or notice 
of an intended misappropriation; and, 


in view of American Surety Co. v. 
GSrace, 151 Tenn. 575, 271 S. W. 739. 
we cannot say that the ruling in the 
People’s Bank Case is the settled law 
of the state. If it were, we should feel 
compelled, on this question of general 
law, to follow what we think is the cor- 
rect rule. 


A consequent of the rules that we 
have referred to is that, where trust 


*National Bank v. Insurance Co., 104 
U. S. 54, 26 L. Ed. 693; City of Helena v. 
National Bank, 173 Ark. 197, 292 S. W. 
140; Havana Central R. Co. v. Central Trust 
Co. (C.C.A. 2) 204 F. 546, L. R. A. 1915B, 
715; Southern Trust & Commerce Bank v. 
San Diego Savings Bank, 60 Cal. App. 215, 
212 P. 385; Goodwin’s Adm’r v. American 
National Bank, 48 Conn. 550; Allen v. 
Fourth National Bank, 224 Mass. 239, 112 
N. E. 650; Kendall v. Fidelity Trust Co., 
230 Mass. 238, 119 N. E. 861; Munnerlyn, 
Trustee, v. Augusta Savings Bank, 88 Ga. 
333, 14 S. E. 554, 30 Am. St. Rep. 159; 
Whiting v. Hudson Trust Co., 234 N. Y. 
(394, VIB ON. ES 33; 29 ALG. RR. U4: 
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funds are commingled with private 
funds in a personal account, the bank 
is not bound by its knowledge of that 
fact to look to the manner of their dis- 
bursement. Hence the payments made 
to the bank were not notice to it of 
Smith’s intention to misappropriate the 
trust funds. The main authority upon 
which the casualty company relies in 
opposition to this view is Bischoff, 
Adm’r, v. Yorkville Bank, 218 N. Y. 
106, 112 N. E. 759, L. R. A. 1916F, 
1059. That case, we think, is dis- 
tinguishable on its facts. When the 
executor in that case paid the note due 
the bank, his personal account was com- 
posed entirely of trust funds, and it 
could not be supposed that he had any 
personal interest in the fund, or that 
he was reimbursing himself for what 
he had expended on behalf of the estate. 
Smith’s personal account was more com- 
plicated; he deposited many thousands 
of dollars of his own money in it; some- 
times he drew cash from the trust 
account to pay salaries and office ex- 
penses; and, so far as the bank knew, 


‘he sometimes used his private funds for 


that purpose, and paid himself back from 
the trust funds. These differing circum- 
stances gave to the two acts of paying 
the bank a different color and signif- 
icance, and, while we are are not to be 
understood as approving the ruling in 
the Yorkville Case on the facts that 
there considered, nevertheless there is 
such difference in the circumstances of 
the two cases that, if we thought the 
decision in that case correct, we should 
still feel that the payments in this case 
were not notice of an intention to divert 
the funds. 

While the bill in this case proceeds 
upon the theory that the bank inten- 
tionally aided in the misapplication of 
the funds, it is sufficient, both in the 
facts stated and the relief sought, to 
sustain a recovery of such funds as can 
be traced into the hands of the bank. 
Preliminarily, however, to a discussion 
of that question, we must consider the 
contentions of the bank. The first is 
that the casualty company, as subrogee 
of the county, could not maintain an 
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action against the bank until there had 
been a determination of Smith’s liability 
in a proceeding by the county to sur- 
charge the settlements which he made 
with it. There would be much force 
in this contention if there were any con- 
troversy as to the fact and amount of 
Smith’s shortage. There is none. The 
shortage was not discovered until after 
the settlements were made, and the 
amount of it is not denied. The county 
would have the right, in those circum- 
stances gave to the two acts of paying 
the settlements, to sue the bank either 
for wrongfully aiding in the misappro- 
priation or for such of its funds as it 
could trace to the possession of the bank. 
The casualty company, having paid the 
shortage, is entitled to subrogation to 
that right. Fidelity & Guaranty Co. v. 
Union Bank & Trust Co., 228 F. 448 
(6C.C. A.) 

Nor do we find any basis for estoppel 
in the circumstance that the commis- 
sioners of the county made periodical 
reports on Smith’s accounts upon which 
these settlements were made. The re- 


ports, as well as the settlements, were 
accepted and approved by the county 
because of Smith’s fraudulent misrep- 


resentation. Furthermore, the proofs 
do not show that the bank either relied 
upon or was prejudiced by the county’s 
action. 

It is said for the bank that, under the 
Negotiable Instruments Act of Tennes- 
see (Acts 1899, c. 94), its title to the 
funds is complete. The cited cases from 
Tennessee do not so hold, Shuttle Co. v. 
National Bank, 134 Tenn. 379, 183 S. 
W. 1006, and Union National Bank v. 
City Bank, 152 Tenn. 486, 279 S. W. 
797; and we have been referred to no 
decision in other states giving that effect 
to such an act as against a cestui que 
trust who has traced his fund. The 
diversion occurred within the bank, 
which made no new advance, nor ex- 
tended any new credit, in connection 
with it. The bank was not a purchaser 
for value, and it ought not to be per- 
mitted to keep the money as against the 
real owner. Wilson v. Smith, 3 How. 
(44 U. S.) 763, 11 L. Ed. 820; Warner 
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v. Martin, 11 How. (52 U. S.) 209, 13 
L. Ed. 667; United States v. Bank, 96 
U. S. 30, 24 L. Ed. 647. 

There can be no doubt of the right 
of the casualty company to recover such 
trust funds as it can trace into the hands 
of the bank. Surety Co. v. Carroll 
County (C. C. A.) 194 F. 593; Bren- 
nan v. Tillinghast (6 C. C. A.) 201 F. 
609; Peters v. Bain, 133 U. S. 6670, 10 
S. Ct. 354, 33 L. Ed. 696. The theory 
on which such a recovery is permitted is 
not that the bank knowingly or wrong- 
fully aided in the misapplication, but, 
as said in the Union Bank & Trust Co. 
Case, that “it has no equity equal to 
that of the real owner.” To trace trust 
funds that have been commingled with 
personal funds in a personal account is 
often difficult. The law presumes, in 
that situation, that the drawer of a 
check for a personal obligation against 
the account intends to make payment 
out of his own money, and not to in- 
fringe upon the trust money until his 
own money is gone. Brennan v. Tilling- 
hast, supra. And when a trust fund 
has once been dissipated or reduced, 
subsequent deposits of personal funds, 
male in the due course of business, 
without any specific intention to restore 
the trust fund, are not to be applied to 
such restoration, but the dissipation of 
that fund continues as before. Board 
of Com’rs v. Strawn (6 C. C. A.) 157 
F. 49, 15 L. R. A. (N.S.) 1100; In re 
Brown (C. C. A.) 193 F. 24, affirmed 
in 226 U. S. 110, 33 S. Ct. 78, 57 L. 
Ed. 145; Schuyler v. Littlefield, 232 
U. S. 707, 34 S. Ct. 466, 58 L. Ed. 806. 


. Hence, when trust money has been de- 


posited in a joint account, and it must 
be determined how much of it remains 
on a given date, the minimum balance 
existing between that date and the date 
of deposit is the amount remaining and 
identifiable as a trust fund. The record 
before us does not permit an exact 
determination, under this method, of 
what trust funds were included in the 
payments to the bank. The plaintiff 
put in evidence ledger sheets showing 
continuously the personal account from 
September 1, 1922, to January, 1927. 
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This exhibit presumably contains the 


necessary data. It is not in the record. 
There was substituted for it a summary, 
which omits most of the vital figures, 
but retains enough to indicate that some 
of the funds were paid to the bank. 

In order that the exact amount may 
be ascertained, the decree is reversed, 
and the cause remanded for a decree 
consistent with this opinion. 





PAYMENT OF CHECK ON UN- 
AUTHORIZED INDORSEMENT 
NOT COVERED BY FOR- 
GERY POLICY 


Bank of Detroit v. Standard Accident 
Insurance Co., Supreme Court of 
Michigan, 222 N. W. Rep. 134 


An insurance policy protecting a bank 
against loss through the payment of 
of checks bearing forged indorsements 
does not cover a loss resulting from the 
payment of a check on an unauthorized 
indorsement. 

In this connection there is a distinc- 
tion between a forged indorsement and 
an unauthorized indorsement.. If a 
check is payable to the order of the 
A. B. Company and an employe of the 
company by the name of H. L. Smith 
indorses the check without authority, 
“A. B. Company, by H. L. Smith,” 
such indorsement is not a forgery. At 
least, it is not a forgery within the 
meaning of a policy of forgery insur- 
ance. But if the employe, without 
authority, indorses the check “The A. 
B. Company,” the indorsement is a 
forgery. 

In the present case the check in ques- 
tion was payable to the order of the 
American Investment Company. It was 
indorsed, “American Investment Com- 
pany, by J. P. Lynch,” Lynch making 
this indorsement without authority. 
Lynch subsequently deposited the check 
to his personal credit in the plaintiff 
bank and withdrew the proceeds. 

The plaintiff bank subsequently re- 
funded the amount of the check to the 
bank from which the check was col- 
lected and brought this action against 





ee 


the defendant insurance company on a 
policy of forgery insurance which pro 
tected it against payment on checks 
bearing forged indorsements. It was 
‘held that the bank was not entitled to 
recover. 

Suit by the Bank of Detroit against 
the Standard Accident Insurance Com- 
pany and another. Judgment for de- 
fendants, and plaintiff brings error. 
Affirmed. 


POTTER, J.—The Bank of Detroit 
brought suit against the Standard Acci- 
dent Insurance Company and _ the 
Fidelity & Deposit Company of Mary- 
land. The defendants executed to 
plaintiff a bond in the amount of $250, 
000, indemnifying the Bank of Detroit 
against “any loss through the payment, 
whether received over the counter or 
through the clearing house or by mail, 
of forged or raised checks, of genuine 
checks bearing forged indorsements, or 
the establishment of any credit to any 
customer on the faith of such checks.” 
The Strathmoor Lumber, Coal & Supply 
Company obtained a certified check 
payable to the order of the American 
Investment Company in the amount of 
$1,000. This check was_ indorsed, 
“American Investment Company, by 
J. P. Lynch,” and deposited to the 
personal credit of J. P. Lynch, who sub 
sequently withdrew the money from the 
plaintiff bank. Plaintiff was compelled 
to refund the $1,000 to the American 
State Bank, drawee, and defendants re: 
fusing to pay, this suit was instituted 
to recover the $1,000. There was judg’ 
ment for defendants, and plaintiff brings 
error. The sole question in the case is 
whether this indorsement was a forgery 
or a false and fraudulent assumption of 
authority. 

In Regina v. White, 2 Carrington & 
Kirwan’s Rep. 404, the prisoner was in- 
dicted for forging an indorsement on a 
bill of exchange with intent to defraud. 
It was signed, “Per procuration, Thomas 
Tomlinson, Emanuel White.” Defen- 
dant was convicted. The case was after’ 
wards considered by the 15 judges who 
held the conviction wrong. Indorsing 
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a bill of exchange under a false assump- 
tion of authority to indorse it “Per pro- 
curation” is not forgery, there being no 
false making. 

In the case of Charles Windsor, 6 
Best & S. 522, Windsor was charged 
with forgery. He was the paying teller 
of the Mercantile Bank of London, and 
made false and fraudulent entries upon 
his books to conceal his crimes, and 
embezzled upwards of $200,000. Chief 
Justice Cockburn said: 


“No doubt this was a false entry, 
and made for fraudulent purposes; but 
it is clear that the offense did not 
amount to forgery. We must take the 
term ‘forgery’ in the extradition act to 
mean that which by universal accepta- 
tion it is understood to mean, namely, 
the making or altering a writing so as 
to make the writing or alteration pur- 
port to be the act of some other person, 
which it is not.” 


In Rex v. Arscott, VI Carrington & 
Payne’s Rep. 408, the defendant was 
indicted for forging and uttering, know- 
ing it to be forged, an indorsement on 
a bill of exchange. He indorsed, “Re- 
ceived for R. Aickman, G. Arscott.” It 
is said: 

“The words are—Received for R. 
Aickman, G. Arscott.’ I take it, that, 
to forge a receipt for money, is writing 
the name of the person for whom it is 
received. But, in this case, the acts 
done by the prisoner were, receiving for 
another person, and signing his own 
name. Under these circumstances the 
prisoner must be acquitted upon this 
indictment.” 


In Re Tully (C.C.) 20 F. 812, the 
only question presented was whether the 
offense with which the defendant was 
charged constituted forgery. He was 
a submanager of the Preston Banking 
Company, Limited, and had general 
authority from the bank to draw checks, 
and he was charged with drawing a 
check for £1,000 signed per pro. the 
Preston Bank Company, G. T. Tully, 
submanager. He received the money in 
person, and rendered to the accountant’s 
bureau of the bank the slip signed “P,” 


converted the money to his own use, 
and absconded. It is said: 


“If a check delivered in payment of 
goods purchased be drawn fraudulently 
against a bank where the drawer has 
no funds, and has no reason to expect 
payment, such a check is not forgery, 
since it binds nobody but the drawer, 
and is precisely such as he made it and 
intended it to be; but if the holder 
fraudulently increase the amount pay- 
able after the check has been signed, 
that is forgery on his part, because the 
check is evidence and apparent author- 
ity for drawing an amount of money 
which the maker never authorized. In 
all these cases the distinction seems to 
me to turn upon the question whether 
the instrument has, or can be made to 
have, any legal force or effect, in itself 
considered, against any other person 
than him who makes the false statement 
or alteration. If it has, and is designed 
and calculated to deceive, it is forgery; 
otherwise not.” 


In Minnesota v. Willson, 28 Minn. 
52, 9 N. W. 28, defendant was con- 
victed of uttering a false deed knowing 
the same to be false. The deed pur- 
ported to be a deed of land by one 
James D. Hoitt to Joseph F. Miller, 
signed by H. H. Willson, per procura- 
tion of said Hoitt; the form of the 
signature being, “James D. Hoitt, by 
H. H. Willson, his attorney in fact.” 
Defendant signed the deed, claiming the 
authority to do so under the power of 
attorney. It is said: 


“The real question, therefore, is 
whether an instrument, which appears 
on its face to have been executed by an 
agent authorized, while in truth he was 
not so, is a false instrument; or, to state 
the proposition in another form, when 
an instrument is really, in all its parts, 
written or signed by the individual by 
whom it purports to be written and 
signed, and the falsity consists, not in 
the simulation or counterfeiting of the 
act of another, but in the false assertion 
which the instrument contains that he, 
the writer and signer thereof, is author- 
ized so to make and sign it in behalf 
of another, as it purports to be, is it a 
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false instrument, within the meaning of 
the statute, and, upon negotiation of 
such instrument by the person who has 
so prepared it, is that person guilty of 
uttering a false instrument? 

“. .. The instrument, on its face, 
purports to be defendant’s own act, but 
one which he was authorized to do for 
and in the name of Hoitt. The reader 
of the deed could not misunderstand it. 
By its terms, the defendant declares that 
he made the writing, but that he so 
made it for Hoitt and by authority from 
Hoitt. The falsity, if any, consists in 
the claim of authority from Hoitt. The 
law, as we have seen, is well settled that 
if a person sign an instrument with his 
own name per procuration of the party 
whom he intends or pretends to rep- 
resent, it is no forgery, it is no false 
making of the instrument, but merely 
a false assumption of authority.” 

In Barron v. State, 12 Ga. App. 342, 
77 S. E. 214, defendant was indicted 
for forgery. He signed a draft, “W. 
R. Amason, W. H. B.” The question 
was whether or not in signing Amason’s 
606 
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name he was guilty of forgery. 
said: 

“In our view of the case the defen: 
dant may be guilty of cheating and 
swindling, or of obtaining money under 
false pretenses, but under the evidence 
in the record he can not be convicted of 
the offense of forgery. There is some 
conflict in the authorities upon this sub 
ject, but the sounder view seems to be 
that forgery can not be predicated of a 
writing which is not in itself false—is 
not intended to be a semblance of some- 
thing other than what it purports to be; 
and the mere fact that a paper is issued 
with fraudulent intent is not of itself 
sufficient to constitute the crime of 
forgery, if the paper purports to be 
executed by an agent, although, in truth 
and in fact, there may have been no 
agency at all. The reason is plain; for, 
in the latter case, the fraud, if perpe- 
trated at all, is effected by inducing con’ 
fidence in the validity of the agency 
alleged to exist, whereas in the case of 
real forgery the fraud is committed by 
inducing the belief that the paper was 
executed or signed by him who pur 


















ported to have signed it, when in truth 
and in fact such was not the case. In 
forgery the false instrument must carry 
on its face the semblance of that for 
which it is counterfeited, although it is 
not necessary that the semblance be 
exact... . In our judgment, the true 
rule is stated in 5 Encyclopedia of Evi- 
dence, 860: Evidence showing that the 
defendant did the acts for another, 
though the authority was falsely and 
fraudulently assumed, will not sustain a 
prosecution for forgery.’ ” 

In Mann v. People (N. Y.) 15 Hun, 
155, the prisoner was indicted for mak- 
ing a note for $10,000. It was signed 
by Henry A. Mann, treasurer. It pur- 
ported to be drawn in pursuance of a 
resolution of the board of supervisors 
of Saratoga county. The court said its 
legal character was the same as if it had 
been signed, “County of Saratoga, by 
Henry A. Mann, Treasurer.” .. . 

In State v. Taylor, 46 La. Ann. 1332, 
16 So. 190, 25 L. R. A. 591, 49 Am. 
St. Rep. 351, defendant E. R. Taylor 
was indicted for forgery. He signed a 
note by the names of several parties, 
and added, “I was authorized to sign 
the above names of the order. E. R. 
Taylor.” It is said: 

“Assuming that the facts are correctly 
charged, forgery is not the crime the 
defendant has committed. Forgery is 
defined as the making or altering of a 
writing so as to make the alteration 
purport to be the act of another person. 
This definition does not embrace the 
making of a note per procuration of 
the party whom he intends to represent. 
The false assumption of authority is not 
the forgery denounced by the statute, 
and falsely assuming to act as agent of 
the maker of the instrument does not 
make the alteration purport to be the 
act of another. It is his own un- 
authorized and wrongful act, and not 
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the fraudulently falsifying of another's 
name, as in forgery. It was not a false 
making of another's signature. It did 
not purport to be the signatures of the 
drawers personally, but their signatures 
as written by the defendant acting as an 
agent. He did not personate others, and 
fraudulently write their names, but 
stated on the face of the instrument that 
he was an authorized agent. This did 
not constitute forgery, though he may 
have had no authority in fact. The 
agency expressed takes the instrument 
out of the category of false making in 
the sense of forgery.” 

In People v. Bendit, 111 Cal. 274, 43 
P. 991, 31 L. R. A. 831, 52 Am. St. 
Rep. 186, the defendant was indicted 
and convicted of forgery, he having 
signed the instrument with his initials. 
It is said: 

“By these acts he may have committed 
some other crime, but he did not com- 
mit forgery. We have been referred to 
no authoritivs to the point that the sign- 
ing of another’s name as his agent is 
forgery; while there is a multitude of 
authorities to the contrary in text-books 
and adjudicated cases. ‘If a man accept 
or indorse a bill of exchange in the name 
of another, without his authority, it is 
a forgery. But if he sign it with his 
own name, per procuration of the party 
whom he intends to represent, it is no 
forgery; it is no false making of the 
instrument, but merely a false assump- 
tion of authority.’ ” 


Annexed to this case is a note which 
reviews the authorities. 

In England, Parliament has passed a 
statute covering questions of this kind. 
Section 24, chapter XCVIII, 24 & 25 
Victoria. There is no such statute here. 
In the absence of a statute, the common 
law prevails. 

Judgment afhirmed with costs. 


















































before, a reply will be made by mail. 


editor to draw the proper conclusion. 


UESTION: Do you believe that a 
banker has a perfect right to re- 
quest a full copy of the auditor’s report 
from one of his borrowing customers? 


C.K. J. 


ANSWER: There is no question, we 
believe, as to the banker’s right to ask 
for a full copy of the auditor’s report. 
Larger corporations are constantly show- 
ing a tendency to give more and more 
information to those financially inter- 
ested in the corporation, creditors and 
stockholders. They find it to their 
advantage to do so. Fear of giving out 
facts because of competitors, in most 
lines, is gradually becoming a thing of 
the past. Of course, there are certain 
facts which it would never be good 
judgment to broadcast. The banker is 
one of. the concern’s most important 
partners and the concern should realize 
this. Information given the banker is 
not broadcast, it is confidential and 
bankers are zealous in guarding it as 
such. The banker should build up this 
sort of confidence and it, together with 
his attitude and desire to be helpful, 
should make the merchant willing to 
reveal all the facts unless there is some- 
thing unfavorable he does not care to 
reveal. 


QUESTION: We have a customer 
who is engaged in the plumbing busi- 
ness. He did a considerable amount of 
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PROBLEMS IN BANK CREDIT 


By M. E. RoBEerTSON 


THE BANKERS MaGazZINE has secured the services of a capable credit man to 
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particular interest to bank credit men as a whole or is one which has been answered 
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be direct and to the point, but that sufficient necessary detail be included to enable the 
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Bank Credit Problems, THE BANKERS MAGAZINE, 71-73 Murray Street, New York. 










Questions 


In case the question is not one of 


work for speculative builders and has 
considerable money tied up with them. 
The builders have not been selling 
property lately and he has not been re- 
ducing his notes very much. We are 
not enthusiastic over the risk. What 
steps would you suggest we take? 

D.L.S. 


ANSWER: From what information 
you give it is a difficult question to 
answer. Apparently, your customer's 
chief assets are his receivables. No 
doubt the period for filing mechanics’ 
liens has lapsed or he has waived his 
rights to do so. You must consider the 
likelihood of this property being sold. 
If you want security and he cannot 
furnish a satisfactory indorser, perhaps 
it would be well for him to make an 
effort to secure second mortgages upon 
the various properties for the amount 
of his claim. These mortgages could be 
made for a reasonably short period, 
carrying monthly or systematic reduc’ 
tions, and could be assigned to you. 
Possibly you could sell some of them 
at a discount and liquidate some of your 
loan. 


QUESTION: Do you consider that 
accounts receivable pledged should be 
shown as an asset and the debt against 
them also shown, or do you feel they 
should be shown as a contingent lia’ 
bility? W.O.D. 
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officers. 


Foreign 
Exchange 


ANSWER: We prefer to see the 
asset shown, earmarked pledged, and 
have the liability shown against it as a 
separate item. In the case of accounts 
receivable, there is usually an equity 
pledged in favor of the lender. Notes 
receivable discounted are somewhat 
different and, our opinion is, that show- 
ing them as a contingent liability is a 
perfectly proper procedure. Notes re- 
ceivable being discounted is a common 
occurrence and usually not a costly 
means of borrowing money, but an easy 
and proper means. Pledging of accounts 
is ordinarily a practice resorted to by 
concerns in poor credit standing; it is 
costly and not common and a concern 
th it is not generally a bank credit 
risk. 


QUESTION: There has been much 
discussion concerning the growth of 
chain stores and, naturally, this is in- 
teresting to the country banker who is 
giving credit to the small independent. 
What effect do you consider this growth 
of chains is having on the independents 
and what particular consideration do 
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you believe should be given to the con- 
sideration of those risks? Any discus- 
sion you care. to give will be very much 
appreciated. E. C. B. 


ANSWER: The writer knows of no 
special consideration that should be 
given to credit extended to small inde- 
pendent retailers, outside of that which 
is usually given. You, no doubt, usu- 
ally ask yourself these questions: What 
is his character? What is his ability? 
Is he making money? - Has he been 
going ahead or back? What is his com- 
petition? What are his chances for 
success or failure? The answers to 
those questions which you, no doubt, 
usually ask yourself either consciously 
or unconsciously are the answers to 
your question. The writer does not 
believe the change from smaller busi- 
ness to big business will be at any 
greater rate than what it has been. The 
gradual trend unquestionably seems in 
that direction and it seems, therefore, 
that it is becoming increasingly difficult 
for the small independent to operate his 
business upon a profitable basis. The 
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larger business combination comes more 
nearly meeting the real function of re- 
tailing which is to provide the consumer 
with the articles which he desires, at 
the most accessible place, in the most 
convenient form, in the most desirable 
manner, at the most appropriate time 
and at the least possible cost. Bigger 
business—the chain store, department 
store and mail-order house—is in a posi- 
tion to do this because of modern mer- 
chandising, adequate capital, progres: 
siveness, buying specialists, centralized 


Sales 


350,000 
386,000 
342,000 
207,000 


Year 


1925 

1926 

1927 
(6 Mos) 1928 
overhead, etc. The tendency today in 
business is constantly in that direction 
which results in an increased volume of 
business upon a smaller margin of profit. 
The writer believes, however, that in 
certain lines of business it is perfectly 
possible for independents to operate and 
meet an economic requirement, and in 
every line of business it is possible to 
operate independents to the advantage 
of the buying public. This depends 
upon the requirements of the commu: 
nity and the commodity being sold. 
Statistics readily indicate a trend toward 
bigger business and the country banker 
can easily watch the small independent 
where big business competition is the 
keenest. 


QUESTION: I have before me some 
figures which I am attaching to this in 
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quiry and which I would like to have 
you look over. You will note that for 
the company’s last full year it made a 
nice profit and has done fairly well in 
the last six months. Will you please 
let me have your reaction to these 
figures? H.T.H 


ANSWER: From the figures which 
you have submitted we have selected 
the following about which we believe 
the most important questions revolve 
themselves: 


Per cent. 


Net profits of profit 


Inventory 

$23,600 
16,200 
52,700 
53,000 


$7,500 2.1 
2,700 ay 
46,600 13.6 
9,600 4.6 


In consideration of these and the fact 
that the percentage of profit claimed for 
the last full year does not compare with 
the profits claimed for other periods, we 
would be inclined to raise the following 
question :— 

1. What Federal taxes were paid for 
1927 (this as a check on profits)? 

2. Why such a tremendous increase 
in inventory? 

3. Why such an increase in the per 
centage of profit? 

The figures give all the appearances 
of a write-up in inventory and this is 
the all important question to endeavor 
to determine. If there is any question 
as to this because of your impressions of 
management and general conditions in 
the linc of business, we would take the 
matter up seriously before loaning 
further. 
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our absorption of foreign se- 

curities has been that invest- 
ment in bonds of industrial undertak- 
ings which gives no participation in 
management, would in time change 
its direction and become a movement 
toward purchase of stock issues with 
consequent voting control. 

Commenting on this situation, the 
Central Union Trust Company of New 
York calls attention to recent develop- 
ments in Great Britain and on the 
Continent which indicate that this 
theory may become fact in part only. 
The action of the Marconi Interna- 
tional Marine Communications, Ltd., 
in ruling that foreign stock ownership 
shall be restricted to 25 per cent. of 
issued shares and that directors must 
be natural-born British subjects, fol- 
lowing action of an analagous nature 
by Imperial Airways and the General 
Electric Company, are definite evi- 
dence of the present trend. 

The steady absorption of British 
public utilities in Latin America by 
American interests has placed the 
situation in high relief, and many Brit- 
ish industrialists and exporters believe 
that in a comparatively short time Latin 
America will be a closed market to a 
wide variety of their products. It is 
argued that several of our industrial 
groups are engaged not merely in sell- 
ing their merchandise, but in buying 
markets. 


()= of the theories underlying 


FOREIGN PRESS ALERT TO SITUATION 


The German press is keenly alert to 
the situation and public attention is 
being repeatedly called to the participa- 
tion in German industry by foreign, 
particularly American, interests, and to 
the danger of alienation. 


The discus- 





WILL AMERICAN FOREIGN STOCK PUR- 
CHASE TEND TOWARD CONTROL? 


LD 


sion is especially active at the moment 
regarding the automobile trade. The 
French press manifests a similar at- 
titude, but the conservatism and in- 
dividualistic character of French busi- 
ness psychology is a stubborn check 
to alien infiltration. Foreign domina- 
tion is automatically excluded by the 
regime now in control in Spain, and 
while Italy is desirous of obtaining our 
aid in the upbuilding of her industries, 
she does not wish control of those in- 
dustries to pass beyond her frontiers. 

The situation would seem to be that 
American interests will not be per- 
mitted to exceed a certain point in 
their stock investment, in British or 
Continental enterprises, which carries 
voting rights, and that whereas they 
may have a voice in management they 
will not dominate. It may be well, 
however, that our participation will 
enable us to arrange favorable terms 
regarding foreign markets,’ that other- 
wise would not be possible. 

The United States has been unspar- 
ingly criticised because our tariff regu- 
lations make difficult the payment of 
European debts in goods, although 
there is no evidence that European 
countries are permitting home industries 
to be menaced by competitive mer- 
chandise imported under low _ tariff 
schedules. Indeed the contrary is the 
case, and tariff barriers are one of the 
most serious obstacles to European re- 
construction. In the matter of invest- 
ment, however, the United States offers 
sharp contrast to the rising tide of 
nationalism in Europe. The world is 
free to buy and sell in the security 
markets of the United States, and to 
erect such industrial establishments and 
make such agreements, under the laws 
of the country, as may be deemed 
practical and expedient. 
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GERMANY’S ECONOMIC DEVELOPMENT 
DURING THE SECOND HALF OF 
THE YEAR 1928 


A comprehensive survey of Germany's economic and financial situation for the last 


six months of 1928. 


From a copyrighted report issued by the Reichs-Kredit-Gesell- 


schaft, Aktiengesellschaft, Berlin. 


r ‘EN years after the war it seems 
opportune to review the economic 
development of the large industrial 

countries of the world during the last 
decade—of Great Britain, France, Bel- 
gium, and Italy, the United States of 
America, and Germany. All of them 
have made great efforts to repair the 
material damage wrought by the war, 
to build up their productive systems, 
and to replenish their capital reserves. 
These efforts have met with varying 
degrees of success. America, France, 
Belgium, Italy and Great Britain have 
been able to develop their economic 
resources and raise their standard of 
living far beyond pre-war levels. Ger- 
many alone has remained behind with 
respect to both economic progress and 
standard of living, although her ef- 
forts in the last ten years have been 
tremendous. 

The underlying reason for this diver- 
gence in economic development is the 
fact that the problems which each 
country has had to solve, as well as 
the resources available for reconstruc- 
tion, have varied in magnitude. In 
other countries the losses of capital 
resulting from the war were repre- 
sented by physical destruction and an 
increase in foreign indebtedness; in 
Germany, on the other hand, these 
losses have included “Raubbau” (eco- 
nomic waste) and depletion of pro 
ductive properties and _ inventories. 
When the war was over the resources 
of the entire world were available for 
the reconstruction of the other coun- 
tries, and they were able to secure the 
benefits of international economic co- 
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operation. Germany, however, was 
without all these advantages. She had 
surrendered practically her entire 
foreign capital investments, which 
might have facilitated her reconstruc: 
tion. 


LOSS OF FOREIGN INVESTMENTS 


The loss of her foreign investments 
and her mercantile fleet has deprived 
Germany of an annual income of more 
than two billion marks in pre-war 
values, which now accrues to the pres: 
ent owners. The capital value of these 
payments exceeds the sum total of the 
inter-allied debts by more than 50 per 
cent., and by more than 100 per cent., 
if one allows for the decline in the 
value of money. Germany thus con- 
tinues to suffer from the lack of these 
capital resources, so indispensable to 
a country whose productive system is 
intimately linked with that of the 
whole world. 

For many years Germany has sus 
tained appreciable damage from the 
fact that she thas been constantly handi- 
capped in international economic com- 
petition. Residential restrictions for 
German business men remained in 
force long after the conclusion of peace 
and even today they have not been 
entirely abolished. Germany was not 
able to import foreign capital in size: 
able amounts till 1924, and it took 
until 1925 for her to regain autonomy 
in commerce and trade.. For a long 
time large areas of her own territory 
were closed to other sections of the 
country. Even today important dis’ 
tricts are occupied by foreign troops. 
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A further handicap on Germany’s 
reconstruction is the fact that since 
the end of the war she has annually 
made large payments to her reparations 
creditors, these payments being partly 
in gold or foreign exchange, and partly 
in deliveries in kind. Without doubt 
these payments have substantially con- 
tributed to the rapid economic recovery 
of the other countries. They have, 
however, retarded Germany’s progress 
all the more since they were made by 
a country devoid of capital resources. 


PROBLEM OF GROWING POPULATION 


Germany has not only had to sur- 
mount greater difficulties, but is also 
confronted with more serious economic 
problems than the other countries. She 
must provide for a more rapidly grow- 
ing population than any other in- 
dustrial nation of Europe. Between 
1913 and 1928 the German population 
(present territory exclusive of the Sarre 
Valley) increased by 3,730,000. The 
comparative figure for England (ex- 
clusive of Ireland) is 3,140,000, for 
Belgium 600,000, and for Italy (ex- 
clusive of new Italian territories) 2,- 
500,000. In France population de- 
creased by 370,000 during the same 
period. 

The great housing shortage in Ger- 
many indicates how little progress she 
has made in solving the problems aris- 
ing from this rapid increase in popula- 


tion. It is estimated that the deficiency 
in the number of apartments is about 
500,000 greater than before the war, 
despite the strenuous efforts made to 
remedy this situation. 

The divergence in the resources and 
the economic progress of ‘the various 
nations during the last ten years is now 
being revealed. The disadvantages un- 
der which Germany is laboring appear 
to be increasing, because the lack of 
sufficient capital and the resulting high 
interest rates are beginning to affect 
her productive efficiency. 


PRODUCTION 


On the average, Germany’s industrial 
production during 1928 was approxi- 
mately equal to that of the preceding 
year. Nevertheless, changes have taken 
place in individual lines of production 
and in the relative volume of domestic 
and foreign trade. In 1927 the trend 
of production was upward, while in 
1928 industrial output, as well as mar- 
gin of profit, has been declining. An 
expansion in the volume of exports 
has only partially compensated for the 
falling off in domestic business. It 
has only retarded and not checked the 
downward movement. 

The industries manufacturing pro- 
duction goods for domestic and foreign 
use were affected least of all by the re- 
cession. On the other hand, a rela- 
tively large decrease occurred in do- 
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mestic sales, and in the production of 


consumption goods. The relatively 
favorable utilization of Germany's pro- 
ductive equipment in the last two 
years was not a result of over-expan- 
sion, but rather an _ indication of 
changes in the economic structure of 
the country and the consequence of 
a large unsatisfied demand. This de- 
mand is always quick to reassert it- 
self as soon as long term capital be- 
comes more readily available. 

Statistics on the production and 
consumption of coal during 1928 are 
illustrative of industrial production as 
a whole. Month to month fluctuations 
have naturally been affected by seasonal 
conditions. Due to the expansion of 
lignite production, total output and 
domestic sales of coal are about equal 
to last year. Production and sales of 
anthracite, however, have declined 
slightly, while stocks of coal at the 
mines have increased. 

A more pronounced decline than 


was evident in the case of coal js 
noticeable, since the beginning of the 
second quarter, in the index of in 
dustrial production, as compiled by 
the Institute for Economic Research, 

The consumption of electric power 
by industry was also lower during the 
second quarter, but subsequently re. 
gained its previous level. The exten 
sive decline in domestic sales of iron 
and steel deserves particular attention, - 
Although this decrease was somewhat 
offset by higher exports, production on 
the whole fell off as well. 


IRON AND STEEL PRODUCTION 


The fluctuations in iron and steel 
production emphasize the _ inelasticity 
of the domestic markets. The under 
lying reason may be sought in the in 
adequacy of the supply of available 
capital. 

The decline in domestic sales of iron 
and steel is all the more significant, 
since the volume of building construc 
tion was up to last year’s levels. The 
chief factor, of course, was the pub 
lic support given to housing construc: 
tion and the large number of uncom 
pleted building contracts held over 
from the previous year. 

The number of building permits for 
commercial and public purposes de- 
creased sharply during the year, so that 
building activity from this direction 
will presumably fall off. Since the 
second quarter, employment in_ the 
building trades shows a decline as 
compared with 1927. 

Housing construction is at present 
less dependent on the movements of 
the business cycle than formerly. A 
large percentage of the funds that go 
into building are no longer obtained 
in the open market, but are raised by 
the rent tax, the proceeds of which 
are practically independent of business 
fluctuations. The need for housing 
construction is so large, that in com: 
parison with the pre-war years, the 
element of cost is not as vital a factor 
as the general public welfare. 
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RESOURCES 
Cash and due from Banks Dr 696.277.806.57 
Treasury Bonds and Coupons 105.454.686.65 
Bank Premises and other real estate 56.667.442.71 
Collateral loans 1.414.311.990.28 
Other loans and discounts ...........................::.0-6000. 838.903.538.15 
Government and other bonds and stocks 330.367.661.78 


3.441.983.126.14 
LIABILITIES 

Capital Stock, fully paid Dr  72.000.000.— 
Surplus 92.200.000.— 
Undivided Profits 4.459.484.27 
Deposits 3.116.908.059.96 
Checks payable 118.415.719.01 
Sundry creditors and dividends unpaid ................ 37.999.862.90 
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JOHN C. ELIASCO, General Manager 
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Condensed Statement, December 31st, 1928 


ASSETS 
Cash on hand and in Banks $1,024,857.42 
U. S. Bonds, N. Y. State and N. Y. City Bonds 610,711.50 
Other Bonds and Securities 1,227,868.33 
Loans and Bills Purchased 2,635,796.58 
Customers Liability on Acceptances 258,860.07 
Accrued Interest Receivable and other Assets 46,012.12 


$5,804, 106.02 

LIABILITIES 
$ 500,000.00 
Surplus and Undivided Profits 530,161.70 
Deposits 4,498,655.39 
Acceptances 258,860.07 
Unearned Discount, and other Liabilities 16,428.86 


$5,804, 106.02 


J. PLASTROPOULOS, Chairman of the Board 
TH. ELIASCO, President J. LIPPUNER, Vice-Pres. and Secretary 


Equipped to render a complete and comprehensive service 
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AMSTERDAM 
ROTTERDAM-THE HAGUE 


43 other Branches throughout HOLLAND 
Established 1891 


Paid-up Capital - . 
Reserve Fund - - ° 


FI. 30,000,000.00 
Fl. 7,608,878.13 


Every Class of Banking Business Transacted 


Telegraphic Address: 


The machine industry is another 
branch to report a decline in produc- 
tion as a result of reduced domestic 
sales, although the trend has been 
somewhat retarded by a rise in ex- 
ports. Here again one finds the be- 
ginning of the recession in the second 
quarter of the year. That the down- 
ward trend was fairly general is re- 
vealed by the reports of the various 
chambers of commerce. 

The general business recession has 
been somewhat alleviated by the favor- 
able harvest. Although the crops 


showed improvement in both quantity 
and quality, they were not sufficient 
to offset the poor harvest of the last 


The rise in agricultural 
must necessarily proceed 
being dependent on the 
subject to frequent re- 
actions. In any case, it may be re- 
garded as inadequate from a com- 
petitive standpoint and also in com- 
parison with the burden of agricul- 
tural indebtedness. The trend in fer- 
tilizer sales is an indication of the 
great efforts which are being made 
toward increasing productivity. 


two years. 
productivity 
slowly and, 
weather, is 


CROP RETURNS AND PRICES 
While the expenditures made to- 
ward increasing productivity are rela- 
tively constant, crop returns and prices 
are subject to considerable fluctuations. 
This is a source of great danger if 
the expenditures so made involve a 
rise in the volume of indebtedness. 
High interest rates are a greater bur- 
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den to agriculture than to industry, 
and agriculture also has less chance to 
expand sales. The capital invested in 
agriculture may be made to yield a 
larger return by more intensive cul 
tivation and by raising the quality of 
the goods produced. This transition is 
being facilitated by the gradual shift 
of mass consumption throughout the 
whole world into quality products. 
Standardization will also diminish the 
expenses of diversification and thereby 
increase productivity. 

Statistics on the freight traffic of 
the Federal Railway Company show 
but little change. Nevertheless, mod- 
ern industrial progress and the divi 
sion of labor bring with them a steady 
increase in sales, so that a maintenance 
of transportation at a constant level 
actually represents a downward trend. 
The table on the fluctuations in rail 
road traffic indicates that freight car 
loadings declined or stood still only 
in years of business recession. 

The change in general business con- 
ditions is clearly reflected in the un 
employment situation. At present unm 
employment is greater than a year ago, 
even taking seasonal influences into 
account. The rise in unemployment 
began as early as the summer, a period 
in which the seasonal demand for labor 
is relatively large, and expressed itself 
at first in an increase of part-time 
work. In later months part-time work 
did not rise as rapidly as unemploy- 
ment. Eliminating seasonal influences, 
the rise in unemployment is most 
noticeable in the so-called consump’ 
tion goods industries. 





BANCO ALEMAN-ANTIOQUENO 


MEDELLIN, Colombia, S. A. 
Established 1912 
Statement of Condition as of December 31, 1927: 


Capital Fully PaidIn . ‘ 


$5,000,000 
Reserves and Undivided Profits $1,698,000 


Deposits . ° 
Total Resources 


$10,098,000 
$23,551,000 


Branches: Armenia (Caldas), Barranquilla, Bogota, Bucaramanga, 
Cali, Honda; Bremen (Germany). 


GENERAL BANKING BUSINESS 


LABOR EFFICIENCY 


Labor efficiency has continued to 
make progress in the case of all the 
industries that publish figures on the 
subject. The high interest rates, neces- 
stating an expansion of sales, have 
brought about a better utilization of 
labor and have speeded up production. 
The downward movement in the busi- 
ness cycle has not yet resulted in a 
decline in labor efficiency. German in- 
dustry is making a tremendous effort 
to increase productivity, so as to com- 
pensate for the payments to foreign 
countries and the loss of income on 
foreign investments. Although the suc- 
cess achieved during recent years is 
commendable, the actual increase in efh- 
ciency is very small, as compared with 
the increase which would be necessary 
to offset the shift in’ Germany’s interna- 
tional balance of payments. 

The production statistics of a number 
of other industries do not yet, include 
the year 1928, but as compared with 
the pre-war years, all of them indicate 
a rise in labor efficiency corresponding 
to the improvement in technical equip- 
ment. Although these results are grati- 
fying, they are in many cases below 
those achieved by foreign countries. 

The last year also witnessed an in- 
crease in labor difficulties, with a conse- 
quent rise in the number of working 
hours lost. On the average the renewal 
o° industrial wage contracts was accom: 
panied by advances in wage schedules. 

The index of wages has surpassed the 
index of living costs. ‘Wages have also 
registered a greater increase than the 
price indices of individual groups of 


commodities. According to these figures, 
real wages during the fall of 1928 were 
about 7 per cent. higher than before 
the war. 

The trend of prices shows the lack 
of uniformity typical of a period which 
marks the beginning of a business reces- 
sion. On the whole, prices of industrial 
products rose slowly until the fourth 
quarter, this increase being more pro- 
nounced in the case of production goods 
than consumption goods. Prices of in- 
dustrial raw materials and semi-finished 
products experienced no appreciable 
changes in the course of the year. On 
the other hand, prices of a number of 
commodities particularly sensitive to 
cyclical changes have been declining 
almost uninterruptedly since the second 
quarter. Agricultural products varied 
but slightly during the year, as they 
are more dependent on the crop returns 
than on general conditions. In times 
of business uncertainty, high prices for 
production goods tend to hamper the 
flow of investment capital into fixed 
assets, while high prices for consump- 
tion goods exert pressure on inventories. 
These tendencies have been counteracted 
by the urgency of the demand which is 
so very evident, for example, in housing 
construction, and which has been the 
chief incentive for rationalization on 
the part of industry. Foreign capital 
has provided a large portion of the 
funds necessary to satisfy this urgent 
demand for capital expenditures, and 
has thereby supported the level of prices 
in Germany. As imports of capital fall 
off, the pressure of prices should increase 
and necessitate a reduction in inven- 
tories. 
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BANCO DE MEXICO 


MEXICO CITY P. O. Box 98 Bis 
Authorized Capital: $100,000,000. Mexican Gold 
The Only Bank of Issue in the Republic of Mexico 


BRANCHES: 


Monterrey, N. L. 
Morelia, Mich. 
Navojoa, Son. 
Nogales, Son. 

Nuevo Laredo, Tamps. 
Oaxaca, Oax. 

Parral, Chih. 


Cable Address: BANXICO 


Aguascalientes, Ags. 
Chihuahua, Chih. 
Ciudad Juérez, Chih. 
Cuernavaca, Mor. 
Durango, Dgo. 
Guadalajara, Jal. 
Leén, Gto. 


Querétaro, Qro. 
Saltillo, Coah. 

San Luis Potosi, 8S.L.P. 
Tampico, Tamps. 
Tapachula, Chis. 
Toluca, Méx. 

Torreén, Coah. 
Mazatlén, Sin. Piedras Negras, Coah. Veracruz, Ver. 

Mérida, Yuc. Puebla, Pue. Villahermosa, Tab. 


OVER SIX HUNDRED CORRESPONDENTS THROUGHOUT THE REPUBLIC 
AND FOREIGN CORRESPONDENTS ALL OVER THE WORLD 
Member of the American Bankers Association 

This Bank issues Foreign Drafts, Travelers Cheques, Travelers Letters of Credit, 
Commercial Letters of Credit for financing Imports and Exports, Mail and Cable 
Transfers to the United States and Europe, Foreign Collections handled and reimbursed 
promptly, Foreign and Mexican Money bought and sold at best market rates. Transacts 
@ general business in its capacity of Bank of Deposit and Discount. Interest credited 
on balances in Mexican Gold and Silver, Dollars and European money. 


ISSUES CERTIFICATES FOR THE PAYMENT OF IMPORT AND EXPORT DUTIES 


Mexico. 


CONSUMPTION 


Due to the relatively high sales 
volume at the beginning of the year, 
consumption on the whole was appar- 
ently somewhat above 1927 levels. 
Allowing for seasonal influences, a de- 
cline seems to have set in during the 
last few months. To maintain con- 
sumption at a constant level is actually 
equivalent to a decline in a country 
with a rapidly increasing population. 

The consumption of meat, which 
within certain limits serves as a good 
index of mass consumption, rose above 
pre-war levels during the first half of 
the year, but did not maintain this 
increase. 

Department store sales, which are 
given in the following table, also show 
an increase over 1927. As a matter 
of fact, turnover rose slightly through- 
out the year, if allowance is made for 
prices. 

The increase in housing construction 
also indicates a slight rise in consump- 
tion, since the volume of building was 
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The BANCO DE MEXICO issues Travelers Cheques in Mexican Silver, payable 
free of charge by the head office in Mexico City, their 26 Branches and numerous 
Correspondent Agents located in the principal cities and towns 
These cheques are received in payment of services by all Mexican Federal 


offices, namely: Custom House, Post Office and Telegraph, also by Railways, 
Offices and leading Hotels. 


= ITS FOREIGN DEPARTMENT CORDIALLY INVITES YOUR CORRESPONDENCE 
SoAUANNNNUUDUUGNUUUUUANOAUOUUEAAUUOOUGONAUOOONGENAUOUEDAAOUOOTENAUUUOENAAUOU AEA AEA AANA 


in the Republic of 
Cable 


ACCU EC CUCU LCeeCCCe CUCU CUCU 


large enough to cover the growth of 
population of 1928 and also a part of 
the suppressed demand of previous 
years. In the last two years housing 
facilities have increased by about 1.75 
per cent., against a growth in popula 
tion of 1.3 per cent. and in the number 
of families of 1.4 per cent. Neverthe: 
less, as stated previously, the number 
of families without adequate housing 
facilities is about half a million above 
pre-war levels, so that consumption as 
calculated per family is still about 3 
per cent. below 1913. 

Statistics on beer, alcohol and sugar 
indicate a slight increase in consump: 
tion, as compared with previous years. 
The consumption of alcoholic beverages 
is below the levels of 1913, but that of 
sugar is higher. Mass consumption of 
commodities such as cotton, coffee and 
spices is lower than before the war. 
The consumption of luxury goods, how’ 
ever, still showed a slight increase dur’ 
ing the first three quarters of the year. 

The trend of wage income was such 
as to favor an increase in consumption. 
In so far as satisfactory indices are avail’ 
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able, weekly wages have risen more than 
the cost of living. 

Apparently the rise in wage income 
was only partially applied to consump- 
tion. The desire to save for the future 
js at present very pronounced. The 
bulk of the population is endeavoring 
to accumulate reserves against periods 
of unemployment and disability. In 
this connection it is significant to note 
that the German middle class is once 
more proportionately on the increase. 


FOREIGN TRADE 


The movement of Germany’s foreign 
trade reflects the general economic de- 
velopment of 1928. On the whole im- 
ports have been declining since the 
second quarter, and this also applies to 
particular groups, such as foodstuffs, 
raw materials and semi-finished prod- 
ucts. Total imports, however, were 
probably not below last year’s level. 
Exports, particularly in finished goods, 
have risen. Domestic demand and in- 
ventory accumulation are falling off, 
but the expansion of sales abroad is re- 
tarding the effects of this trend on pro- 
duction. 

The development of Germany's 
foreign trade is not merely a result of 


A typical industrial alcohol plant at 
New Orleans 


New Orleans 
XXXIII 

Industrial Alcohol 
New Orleans produced during the 
year June 1927 to June 1928, exactly 
42,144,313 proof gallons of com- 
mercial alcohol, and supplied 52% 
of the total used by the United 
States. With plant capacities for man- 
ufacturing 108,353,856 gallons annually 
and storage facilities for 5,259,768 
gallons, New Orleans occupies a leading 

position in the commercial 
alcohol industry. 


Hibernia Bank (& Trust Co. 


NEW ORLEANS, U.S.A. 


the diminished absorption power of the 
domestic market. The decline in im- 
ports of foodstuffs may be attributed 
to the higher returns of the German 


Imports (exclusive of gold and silver) 


Excluding de- | Including de- 
liveries in kindjliveries in kind 


1 Due to changes in statistical methods, returns for October and November not com- 


parable with previous months. 





Christiania Bank og Kreditkasse 


Oslo (Christiania), Norway 
Founded 1848. Telegraphic address: Kreditkassen 


First established 
private bank in 
Norway 


Bankino Business or Every 
DescripTion TRANSACTED 


Paid up capital 
and reserve funds 
Kr. 40,000,000. 


New York Agents: 
The National City Bank of New York, National Bank of Commerce in New York 
and American Exchange Irving Trust Company 


crops. The growth in exports of in- 
dustrial products was achieved partly 
by rationalization and increased labor 
efficiency. Other factors were improve- 
ment in quality, better foreign sales 
organization, and the growing reputa- 
tion of German trade marks, as well 
as the gradual broadening of interna- 
tional markets. Thus far the increase 
in exports was accomplished without 
affecting prices. Taking the 1928 ex: 
ports in terms of the previous year’s 
prices, one finds little change on the 
whole, although finished goods advanced 
about 1 per cent. Foreign capital has 
made it possible for Germany's exports 
to keep pace with the absorption power 
of the markets of the world. 

Once again Germany’s foreign trade 


has resulted in a considerable adverse 
balance. Because of the high interest 
rates and the preponderance of foreign 
capital in the available funds, specula- 
tive over-expansion and excessive ac: 
cumulation of inventories have been 
made very difficult. An appreciable in- 
crease in consumption has not occurred, 
and there must therefore be a sustained 
underlying demand for capital expendi- 
tures. The individual business man and 
the public utility enterprise can hardly 
escape it. Germany’s productive system 
is peculiarly adapted to satisfy this kind 
of demand. 


If German plant equip: 
ment and labor is to operate at capacity, 
foreign commodities must be made avail: 


able in sufficient quantities. The value 
of these foreign goods is far in excess 


Exports 


Free Exports (exclusive of gold and silver) 


Official 
Totals 


Finished 


Total 


As corrected by the Federal 
Bureau of Statistics 


Goods 


in Mill Rm. (1913 M) 


Monthly average: 


sakeessesree geese 


PDOWROM NDE OS CORD 


1 Due to changes in statistical methods, returns for October and November not com- 


parable with previous months. 
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BANKING IN FINLAND! 


KANSALLIS - OSAKE - PANKKI 


(National Joint Stock Bank) 
ESTABLISHED 1889 


Head Office: 
HELSINKI 
(Helsingfors), Finland 


156 Branches at all important business 
centres in Finland 


Capital Fmk. : 


Reserve Fund and Profits Fmk. 
Total Assets (31/12’27) Fmk.— - 


- - 200,000,000 
203,000,000 


2,648,970,000 


All descriptions of banking business transacted 
Telegraphic address: KANSALLISPANKKI 


7 of the volume of exports that has thus 


A far been achieved. Besides, Germany 
has no income whatever except what 

she derives from her exports, as the fol- 
| lowing compilations on the balance of 
} payments will show. 


IMPORTS OF CAPITAL 


The other large industrial countries 
enjoy a substantial interest income which 
is relatively stable, and in addition they 
often derive large profits from interna- 
tional services. Before the war Ger- 
many also had a regular income of this 
kind. The Germany of today, however, 
is the only country which has no such 
income; on the contrary, she is con- 
fronted with a permanent debit balance. 
Thus far she has attempted to remedy 
this deficiency by imports of capital. 

The capital which Germany has 
borrowed from foreign countries has 
been supplied principally by the United 
States of America. 

During the second half of the year 
the volume of German foreign loans 
underwent a sharp decline, which was 


due to the changes in the American 
money and investment markets. It is 
true that the funds loaned out by 
America were supplied in part by non- 
American capital, but the intermediary 
of the United States was necessary, in 
order to make them available to Ger- 
many. The British market has not been 
able to replace America in this respect. 
In fact the proportion of British capital 
flowing directly into Germany, which 
already was very small, probably de- 
clined further during the year. 

Inasmuch as Germany’s total borrow: 
ings did not diminish, she must have 
received more capital through short term 
credits. Some of these short term funds 
were obtained either directly or in- 
directly from countries which have not 
extended any long term loans to Ger- 
many. _ 

Estimates on the balance of payments 
and statistics on loans are necessarily 
incomplete, but they may be supple- 
mented by tracing the movement of 
interest rates as well as the holdings of 
gold and foreign exchange of the cen- 
tral banks. 
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The BANCO DI SICILIA TRUST COMPANY, New York, 
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Italy, is in a position to supply unexcelled facilities and service to 
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MR. ITALO PALERMO, Representative of the Banco di Sicilia 
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Germany’s Balance of Payments 


8.96 |10.01 |10.37 |12.00 


0.52 | 0.63 
0.16 | 0.09 


0.16 | 0.22 


Reoeipts from U. 8. Alien 
Property Custodian: .. 
Imports of capital— 
1.32 | 1.77 
2.15) — 


1.66 


13.73 |12.89 |16.02 


1 Preliminary figures. 2 Approximately. 


THE INELASTICITY OF GERMANY’S 
ECONOMIC SYSTEM 


The fact that Germany has been 
deprived of a regular income from 
abroad, the relatively large proportion 
of German products that must flow into 
domestic capital expenditures, and, 
finally, her dependence on foreign capi- 
tal to satisfy this demand, have con- 
tributed to making Germany’s economic 
system more inelastic than it was before 
the war. The long swings of the busi- 
ness cycle have gradually given way to 
shorter fluctuations. The lack of elastic- 
ity makes the efficient utilization of 
productive equipment difficult, and it is 
therefore necessary at times to increase 
current output over and above that 
which would suffice if business were 
more stable. To a country in need of 
investment funds, every surrender of 
capital represents a burden which is 
much greater than the benefits derived 
therefrom by the creditors. Germany 
is the only country which is confronted 
by the problems of a debtor nation as 


0.05 


1.56 
2.49 | 2.80 


1732 


Exports of capital— 


well as those connected with the manu- 
facture of production goods. 


DEVELOPMENT OF THE PRODUCTIVE 
FORCES 


Her complete dependence on her own 
production compels Germany to make 
every effort to develop her productive 
forces. In this respect the last few 
years have not been devoid of success. 
Nevertheless, progress in this direction 
has been below that necessary to enable 
her to fulfill her obligations, and far 
behind that of the other industrial 
countries. 

It is rather remarkable to note that 
Belgium and France are two of the 
countries which, next to the United 
States of America, have achieved the 
greatest increase in productive capacity. 
The material damage sustained by these 
countries during the war has been re- 
paired, and their industries are today 
possessed of a plant equipment which, 
as regards output and technical develop- 
ment, far exceeds pre-war levels. Com- 





The Philippine Islands Trade is Growing Rapidly 


The tremendous Balance of Trade in favor of the Philippines proves the 
Present and Potential Development Possibilities. 

If you are interested, the Bank of the Philippine Islands offers the highest 
class and most reliable Banking Services. 

As the Oldest Bank in the Orient, we naturally maintain a very strong 
position which enables us to properly carry out the wishes of our clients, 
assisting them in the development of their trade and stimulating the 


production of the Islands. 


Che Bank of the Philippine Islands 
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- (Pesos) 6,750,000 - ($3,375,000) 
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Head Office: MANILA, P. I. 
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. Garcia 
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President 
Vice-President & Secretary 


Chief Accountant 


a rrr Manager Iloilo Branch 


. Byron Ford 
. M. Garcia 


Manager Cebu Branch 
Manager Zamboanga Brancr 


Correspondents in all parts of the World 
Special attention given Collections 


pilations on France have recently been 
prepared by J. R. Cahill, the British 
Commercial Attache in Paris, and on 
Belgium by the “Mutuelle Solvay.” 
Evidently the great task of rebuilding 
the devastated territories has developed 
economic forces previously unused. 
Now that reconstruction has been prac- 
tically completed, it may be expected 
that both countries will gradually apply 
their great productive capacity to sup- 
plying the international markets with 
commodities. This probably explains 
the shifting in the ratio between imports 
and exports in favor of the latter. In 


neither country is the expansion of ex- 
ports the result of a decline in domestic 
business. This is demonstrated clearly 
by the production figures, and is further- 
more emphasized by the fact that there 
is little unemployment in either France 
or Belgium. 

Great Britain has been able to de- 
velop a number of new lines of indus- 
trial enterprises, chiefly in Southern En- 
gland, which have fully compensated 
for the decline in the competitive power 
of her old standard industries. England 
has furthermore participated to a greater 
extent than the remaining European in- 
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Colima, Col. 
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Oaxaca, Oax. 
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AND ALL OVER 


We issue foreign drafts, 
Mexico and on board all railroads, 
Travelers Letters of Credit, 
transfcrs. A. B. A. Travelers Checks. 
unequaled. 
general banking business. 
in Dollars and European money. 





dustrial countries in the construction of 
important industrial plants and _ sites 
abroad, particularly in the dominions 
and colonies. The productive output of 
these territories does not appear in the 
statistics for England. The extraordi- 
narily large amounts of capital that 
Great Britain invests in her dominions 
and colonies are illustrative of the extent 
of this production. 

Germany's volume of production is 
therefore far below a level adequate to 
offset the adverse changes which have 
taken place in her balance of payments 
since the war. The following calcula- 
tion will indicate to what extent Ger- 
many’s productivity must be expanded 
beyond pre-war levels, if it is to com- 
pensate for these changes. 

On the one side Germany's income 
from abroad has been diminished by the 
loss of her foreign investments and the 
decrease in her shipping trade. On the 
other, her expenditures have been in- 
creased by the reparations burden. The 
difference amounts to about four and 
a half billion reichsmark per annum in 
present day values. The reparations 
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Travelers Checks in Mexican silver, 
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Export and Import Letters of Credit. 
Our service in the Collection Department is 
Our Bank is known for its conservative methods in the handling of 
Deposits are carried in Mexican Gold or Silver as well as 
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THE WORLD 
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burden represents a charge of two and 
a half billion reichsmark, while Ger- 
many’s former income from interest and 
services amounted roughly to 1.7 billion 
pre-war marks. With a present price 
index of about 140 per cent. this is 
equal to 2.4 billion reichsmark. In 
arriving at this figure, the current in- 
come from services, equivalent to about 
four hundred million reichsmark, has 
been deducted, while the net annual 
interest charges on foreign indebtedness 
have not been taken into consideration. 
Since the duration of these burdens is a 
very long one, there is a natural in- 
centive to expand Germany's produc- 
tion at least by an amount sufficient to 
offset this additional charge of four and 
a half billion reichsmark. According to 
recent English calculations, income on 
national production is ordinarily equal 
to about 12 per cent., so that, other 
things remaining equal, Germany's an- 
nual production would have to be in- 
creased by about forty billion reichs- 
mark above pre-war levels. On the 
basis of Helfferich’s estimates on pre- 
war production, this would be equiva- 
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lent to raising the index to about 170 
per cent. Thus far Germany has not 
even attained two-thirds of this volume. 


FORMATION OF DOMESTIC CAPITAL 


It is therefore entirely logical that the 
annual formation of domestic capital in 
Germany should be considerably below 
pre-war levels, both in absolute figures 


and per capita. The capital being 
created is not sufficient to meet the de- 
mand arising out of Germany’s normal 
economic growth and at the same time 
make reparations payments in accord- 
ance with the present schedule. 

In all other industrial countries the 
volume of domestic capital formation 
has equalled, and in most cases decidedly 
exceeded, pre-war levels, and this is true 
even if one allows for the decline in the 
purchasing power of money. Accord- 
ing to the calculations of Bowley and 
Stamp, as well as the “Committee on 
Industry and Trade,” the domestic 
formation of capital in Great Britain 
regained its pre-war level as early as 
1924. The studies of the “Economist” 
(Rokeling) reveal that since 1924 the 
standard of living in England has risen 
both per capita and in absolute figures. 
In France and Belgium, as well as in 
Italy, the great increase in production 
and the improvement in the balance of 
payments indicate that domestic forma- 
tion of capital is substantially higher 
than before the war. It is absolutely 
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necessary to mention the rise in the 
standard of living in the United States 
of America. 


THE INVESTMENT MARKET 


Germany's insufficient formation of 
capital has produced a stringency in 
the investment market which ordinarily 
would not be found in an industrial 
country. This stringency has been due 
to the repeated attempts made during 
the last two years to satisfy a portion 
of the very urgent demand for capital 
expenditures. In the year just con- 
cluded, the inadequacy of the supply 
of capital has become more pronounced, 
as indicated by the trend of interest 
rates. 

As far as the money market is con- 
cerned, however, the stringency has 
recently been somewhat alleviated. On 
the whole, rates are still higher than at 
the beginning of 1928, and the average 
for the year was above that of 1927. 
In the case of private discounts and 
commercial bills with bank indorsement, 
a slight decline began in the second half 
of the year. Im most instances open 
market rates during the last quarter of 
1928 were somewhat below the corre’ 
sponding period of the year before. 

The trend of the money market also 
portrays the prominent role that foreign 
funds play in supplying Germany with 
capital, inasmuch as the major portion 
of the capital imported from abroad was 
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made available in the form of short 
term credits. 

In past years the growing tendency 
of foreign long term funds to seek in- 
vestment in Germany strengthened the 
absorption power of the domestic market 
for, German internal loans. During 1928 
the decline in the inflow of foreign 
funds caused the German investment 
market to show less interest for new 
issues. 

On the whole, the volume of new 
capital flotations was below that of a 
year ago. A closer examination indi- 
cates that security offerings fell off par- 
ticularly in the second half of 1927 and 
the first half of 1928. 

As is illustrated by the trend of bond 
quotations, it was not easy to place even 
the reduced volume of new _ issues. 
During the year stock prices on the 
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average maintained the level reached at 
the end of 1927. 

Individual groups of stocks were able 
to score substantial advances in price, 
this being usually due to special factors, 
such as the increased demand abroad for 
the products of the companies in ques- 
tion. In the averages, however, these 
gains were offset by the pressure to 
which other groups were subjected. 


DECLINE IN SHORT TERM INDEBTEDNESS 


The falling off in production and 
sales together with the reduction in the 
volume of capital expenditures and in- 
ventories is gradually beginning to take 
effect. As compared with total in- 
debtedness, short term indebtedness is 
apparently declining. [Illustrative of 
this tendency is the slackening in the 
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expansion in commercial credits, the 
rise in liquid assets of the banks, and 
the reduction in discounts at the Reichs- 
bank. 

Because of the great differential in 
interest rates and the lack of elasticity 
of the domestic market, there was again 
considerable borrowing from abroad. 
As a result the gold holdings of the 
Reichsbank increased. This at the same 
time strengthened its credit reserves and 
served as an added protection against 
the dangers connected with Germany’s 
strong dependence on foreign capital. 
Instead of using foreign capital to ex: 
pand merchandise inventories, as was 
done in the previous year, the German 
market employed these funds to accumu- 
late gold, thereby improving the elastic- 
ity of Germany’s credit structure and 
expanding domestic bank credit facilities. 

This situation at the same time illus- 
trates the progress which has been made 
toward restoring the normal equilibrium 
of the international money markets. At 
present surplus funds and gold are again 
flowing into those countries where they 
are most needed, and this inflow is pro- 
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ceeding more freely than at any time 
since the war. Confidence in the sol- 
vency of the debtor nations has generally 
increased. To this confidence must be 
attributed the improvement in interna- 
tional financial relations which is largely 
responsible for the economic progress of 
the whole world during the last five 
years. 


AGRICULTURAL BORROWING 


The more satisfactory harvest returns 
and the gradual consolidation of agricul- 
tural indebtedness were not without 
effect on the money market. There is 
shown both an absolute and a relative 
decline of short time borrowing, and at 
the same time a substantial rise in long 
term loans; this is even more so, if one 
takes into account that the statistics end 
at a time when the proportion of agri 
cultural short term indebtedness was 
relatively large and the returns of the 
crops had not yet reduced the total 
volume. 

The annual interest charges have 
naturally increased with the rise in the 
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volume of total agricultural borrowing. 
They are currently estimated at a billion 
reichsmark gross. All those possibilities 
of increasing efficiency, which do not 
represent an additional charge, are there- 
fore of prime importance. In the first 
place, there is the possibility of improv- 
ing transportation and transportation 
facilities. Expediting traffic would be 
of great benefit to the marginal agricul- 
tural sections, which, strange as it may 
seem, are very often most remote from 
the centers of consumption. Improved 
transportation is equivalent to shorten- 
ing the distance between country and 
city, and from a standpoint of both 
agriculture and industry, this is one of 
the most important prerequisites for 
Germany's future economic develop- 
ment. 

Even more than in previous years, 
the collective savings represented by 
small and average accounts were an im- 
portant factor in the investment market. 
This applies particularly to the funds 
of savings banks and insurance com- 
panies. The normal growth in savings 
deposits and insurance premiums tended 
to offset the substantial fluctuations in 
the volume of available capital as a 
whole. The uses to which these funds 
may be put are, of course, limited. A 
substantial portion goes either directly 
or indirectly into housing construction, 
and has contributed a great deal toward 
maintaining building at a relatively 
favorable level during the year. 


GROWTH OF SAVINGS 


The growth of savings deposits is no 
direct index as to the volume and trend 
of capital formation. Nevertheless, the 
stability of the rate of increase of sav- 
ings signifies a widespread and note- 
worthy desire to save. 

Thereagainst one finds a decline in 
the establishment of new business enter- 
prises. For some time the number of 
new companies formed has been ex- 
ceeded by the number of dissolutions, 
a phenomenon which is contrary to the 
trend prevailing before the war. 

There are generally fewer business 
difficulties today than in the last pre- 
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war years. However, in connection 
with the decline in production and 
sales, the number of insolvencies has 
gradually risen during 1928. At the 
end of the year a continued slight in- 
crease was indicated. 


PROSPECTS FOR THE FUTURE 


At the turn of the year Germany’s 
great problem is her lack of capital, and 
the excessive costs incidental to obtain 
ing it are hampering her business enter- 
prise and her industrial activity. The 
inelasticity of the domestic market for 
production goods cannot immediately 
be offset by expanding the volume of 
exports. In a country which can 
accumulate capital only from its own 
production, and which furthermore has 
no income from foreign investments, but 
must on the contrary make heavy in- 
terest and reparations payments abroad, 
the lack of capital cannot be alleviated 
by reduced production. A falling off 
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in production can offer temporary relief 
to the investment market only as long 
as capital expenditures are delayed, and 
inventories and consumption reduced. 
Germany, however, must constantly 
make additional capital expenditures in 
order to take care of her growing 
population; these expenditures may be 
temporarily deferred, but they cannot 
be permanently suppressed. An allevia- 
tion of the stringency of capital and 
its consequences can be achieved only 
by reducing the charges payable by Ger- 
many, or by increasing the profits on 
her foreign trade. Germany's present 


export trade is by no means adequate, 
as compared with the problems she has 


to meet. The question of satisfactory 
markets for German products as yet re- 
mains unsolved. 

Technically developments are another 
factor that make it necessary to make 
up for the lack of capital by increasing 
rather than reducing production. With 
technical progress as rapid as it is today, 
productive equipment becomes obso- 
lete before it has been fully utilized. 
Plant and machinery must therefore be 
put to intensive use in order to amortize 
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depreciation, and this can only be 
achieved by expanding sales in foreign 
markets. The other industrial countries 
are not confronted with the same urgent 
problems of production and sales. They 
have no unsatisfied demand for capital 
expenditures to meet, nor are they 
forced to borrow abroad to satisfy at 
least the most urgent part of this de 
mand. On the contrary, all these in- 
dustrial countries, with the exception of 
Italy, are creditor nations. 

The economic progress of the world 
must be attributed to the co-operation 
of the various nations and their ex- 
change of services and goods. The 
economic development of every indi 
vidual country is closely linked with 
that of all others. The last four years 
bear witness to the significance of this 
co-operation in the economic expansion 
of the whole world. The political con- 
solidation achieved in these four years 
has been prerequisite to the progress 
which practically all the nations have 
made. This international co-operation 
will, however, be endangered if an indi 
vidual country is burdened so excessively 
as to force it outside the general line of 
economic development. 





THE FINANCIAL AND ECONOMIC 
SITUATION ABROAD 


tee on Reparations and the efforts 

of the Federal Reserve Board to 
gin control of the American money 
market are the two items of most ab- 
sorbing interest in European banking 
circles during the last month. Con- 
tinued high money rates in New York 
are causing grave concern to European 
central banking systems anxious to pro- 
tect their gold reserves without unduly 
raising their own rates to the detriment 
of local industry. 

Some impatience is expressed at the 
apparently slow progress being made by 
the Experts’ Committee now meeting in 
Paris. The committee assembled on 
February 11 and it is generally conceded 
that two or three months’ study will be 
necessary before a final report can be 
expected. Explaining the difficulties 
encountered by the committee Sir Josiah 
Stamp is quoted as saying: 


Tes work of the Experts’ Commit- 


There are three sides to the problem— 
political, financial and economic—and as 
soon as we—or anyone else—have finished 
with one aspect another bobs up. It is im- 
possible for any one to take account of all 
three at the same time and it is not in the 
province of the experts to do so. They are 
trying simply to find a solution for the 
political aspect and part of the financial one. 
They are all aware every moment that the 
economic aspect may any day within the 
Next sixty years upset all their calculations. 


An “informal group” headed by Lord 
Revelstoke (head of the British banking 
frm of Baring Brothers & Co., Ltd.) 
and of which J. P. Morgan and Thomas 
W. Lamont are also members has sug- 
gested the organization of a huge inter- 
national banking institution to take over 
all functions connected with reparations 
payments. The proposals made by this 
group are summarized as follows: 


1. The informal group suggests that the 
Payment of German reparations be admin- 


istered by a corporate trusteeship on a strictly 
busines: basis. 


2. The corporate trusteeship to be called 
the Reparations Settlement Institute, and to 
be constituted as an international banking 
corporation. 

3. The new institute to absorb all the 
functions of the present Agent General of 
Reparations, Seymour Parker Gilbert, and 
of the Reparations Commission and_ the 
transfer committee. 

4. The institute to hold as trustee cer- 
tificates of indebtedness indorsed by Ger- 
many and classified as “A,” “B” and “C” 
certificates. 

5. The preferred “A” certificates to be 
issued in an amount representing a sum for 
which Germany would be unconditionally 
liable. Next, the “B” certificates to represent 
what the creditor powers expect to obtain 
directly from Germany in cash transfers. 
Finally, the “C” certificates to cover what 
the powers expect to obtain in kind, that is, 
in transfers of raw materials. 

6. The institute to have power, at the 
absolute discretion of its board of directors, 
to issue bonds against the security covered 
by the “A” certificates only, and to devote 
the proceeds to repaying the creditor powers. 
The series of “A,” “B” and “C” certificates 
to be issued substantially in the torm of 
promissory notes of 1,000,000,000 marks 
each ($250,000,000), and these notes to be 
cancelled one by one as Germany pays her 
creditors billion after billion in each of the 
three ways outlined, namely from the pro- 
ceeds of bonds, by cash transfers and by 
transfers in kind. 

7. The all-potent board of directors of the 
Reparations Settlement Institute to consist 
of one “financier” (not a “statesman”) from 
each of the powers concerned, thus removing 
the whole gigantic operation as far as may 
be from the sphere of politics. 


PLAN WELL RECEIVED 


Though there has been some criticism 
of the proposed plan in both the French 
and German press and some hesitancy 
as to its acceptance in London, it 
appears to be well received by the ex- 
perts themselves who consider it an ex- 
cellent suggestion, and believe that with- 
out it the present unsatisfactory condi- 
tions will become chaotic. Some of the 
questions which arise in connection with 
the proposal are the following: 
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1. Is the bank to have a capital stock? 
How is it to be subscribed? It is considered 
desirable to keep the bank free from political 
influence and objection is expressed to mak- 
ing the countries concerned shareholders. 
On the other hand it is considered desirable 
that any profits that may accrue should be 
shared by the various governments. 

2. Will the bank, if organized be charged 
with the administration of the war debt pay- 
ments to the United States? Would such 
an arrangement be acceptable to the Ameri- 
can Government which has always main- 
tained that war debts and reparation pay- 
ments are in no way to be associated. Is 
the American delegation working with the 
approval of the American State Department 
in proposing the bank? British approval of 
the suggestion is dependent upon the answers 
to these questions. 

3. What relation will the proposed new 
bank have with other central banks? It is 
emphasized that the new bank is not to be 
a “super-bank” and will not in any way 
endanger the complete independence of the 
various banks of issue. A way must be found 
to guarantee the independence of both the 
new bank and the central banks. 

4. Will the organization of such a bank 
place too much power in the hands of bank- 
ing and financial interests? This question is 
particularly dominant in France where mis- 
trust of financial control of the political 
movement is always alert. 

5. Will the new bank possibly give too 
much power to American finance? The 
powers which would be given to the new 
bank coincide in large measure with the 
powers British finance would wish to reserve 
for itself. London will be sure to watch 
closely to see that American finance does 
not control the proposed institution. 


At this writing (March 12) the ex- 
perts are said to be still far from having 
reached any final settlement of the 
amount which Germany must pay as 


reparations. Figures have never yet 
been mentioned at any plenary session. 
But it is believed that when the 
apparatus for the collection and distribu- 
tion of payments has been determined 
the fixation of a satisfactory figure will 
present much less difficulty than was ex- 
pected. In that, however, the govern- 
ments of the allied countries and the 
Reich must, as in the adoption of the 
plan itself, have the last word. 


GREAT BRITAIN 


Authoritative comment on. the British 
economic situation is always contained 


in the speeches of the chairmen at the 
annual meetings of the large London 
banks. This year emphasis is placed on 
the fact that Great Britain finds herself 
in a changed economic world and that 
her chief problem is to adjust herself 
to the new conditions. While the 
gravity of the situation is generally ad- 
mitted, confidence is expressed in British 
ability to find the way out of her diff. 
culties. 

At the annual meeting of West 
minster Bank Limited R. Hugh Tennant, 
chairman, said: 


The persistence of industrial difficulties, 
of which chronic large-scale unemployment 
is the most arresting sign, ought of itself to 
be sufficient to show that what we are facing 
is not a temporary slump due to passing 
causes, but a permanent and profound change 
in the world’s economic scheme and of 
Britain's place within it. 

Unemployment is the all-absorbing topic 
of the day. Governments, Parliament, and 
economists search vainly for the cure of this 
evil. But if the cure eludes them, the 
diagnosis of the troubles is fairly clear. 
More than half of our present unemployment 
exists in industries which produce predomi- 
nantly for export. The prime cause of the 
depression of our basic export industries lies 
in the growth in many countries of local 
production of the goods which we used to 
export to them. This is a fundamental, far- 
reaching, and, to some extent, a permanent 
change. What should be Great Britain's 
reaction to it? We feel it most acutely 
because it has robbed our country of the 
semi-monopoly which it enjoyed before the 
war of some of the heavier, coarser, and less 
skilled branches of manufacturing. Our new 
competitors overseas, with great natural re’ 
sources, with labor content with lower wages 
and lower standards of living, have found 
that they can exploit their resources with 
advantage. That is a development which we 
cannot arrest. 

We must concentrate upon efficient large 
scale production, and the attainment of that 
cheapness combined with quality which ulti 
mately wins the markets of the world. It is, 
perhaps, the brightest point about 1928 that 
our industrial leaders have given clear evi 
dence that these lessons have been learned. 
The campaign for rationalization, which is 
the key to the efficient organization of 
production in many industries, is at last 
assuming important dimensions; and the co 
operation of employers and employed is 
being promoted in an atmosphere of real 
good-will and endeavor by the Melchett: 
Turner conference. Slowly, and with 
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greater dificulties than those experienced by 
other nations in which industry is of newer 
growth, Great Britain is at last bringing 
herself up to concert pitch. 

It is on that note of hope that I should 
like to conclude. If I have been mainly 
concerned today in stressing the difficulties 
we have to face and the fact that a long 
time must be needed before we can over- 
come them, I should like here to remind you 
of the real assets upon which we, as a nation, 
have the opportunity to construct the frame- 
work of a new prosperity. Amid all the 
the changing facets of world life, Britain has 
two assets at least which have not changed 
in value. The first is the inherited skill and 
vigor of our workers by hand and brain; the 
other, not less important, is the physical 
advantage of our geographical position—a 
coast line studded with unrivalled ports 
looking out upon the the great European 
continent. If we utilize these assets to the 
full, in an efficient and determined endeavor, 
they will carry us through. 


The Chairman of Lloyds Bank 
Limited, J. W. Beaumont Pease, at the 
annual meeting of the shareholders of 
that bank pointed out both the favorable 
and unfavorable factors in the Britain 
economic situation. Concerning the 
gloomy side of the economic balance 
sheet he said: 


Unemployment is still a matter of grave 
anxiety, not only to those most directly con- 
cerned, but also to politicians and the country 
generally. In my opinion it is to the former, 
to the joint efforts of employers and em- 
ployed, to whom we should chiefly look for 
amelioration of the present position. Fortu- 
nately there are welcome signs of a desire 
on both sides to come together and work 
out a way of salvation. 

The four great industries chiefly affected 
are those of iron and steel, coal, textile, and 
agriculture. To what extent the’ present 
figures of unemployment are altogether 
abnormal I find it difficult to determine, 
owing to the fact that in past years they 
were not kept with the same accuracy or 
on the same basis as they are now, and 
there are many more women employed now 
than used to be the case. In fact, if we 
look at the question from the positive rather 
than the negative side, the total number of 
people in employment is greater than it used 
to be. This, however, is cold comfort when 
we are confronted with the present figures 
of unemployment, and I confess I do not 
See any speedy method of improving the 
Position. I am much afraid that the process 
will be painful and slow. It is true that 
Prospects of improved trade for the four 
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great industries mentioned are brighter, but 
I doubt whether an increase in employment 
will immediately follow better trade. 

The methods which are being pursued of 
amalgamation, the elimination of super- 
fluous units, rationalization, reduction of 
overhead charges, and better organization, 
not only on the productive, but perhaps 
more especially on the distributive side, 
provide helpful auguries for the increased 
prosperity of the industries themselves, but 
these processes may, in some cases, mean 
temporarily an actual increase in the numbers 
of unemployed in the immediate future, and 
we may have to wait a little time before the 
results of present proposals have materialized, 
and before those industries which are now 
passing through difficult days are in a posi- 
tion to offer greater employment. 


Concerning the more 


encouraging 
factors he said: 


I have touched on those industries the 
condition of which gives us the greater con- 
cern, and I have given you some reasons why 
I think we may hope for improvement in 
these cases. Let us look also for a moment 
at other factors which give us greater en- 
couragement and hope for the future. 
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Industry, outside the four great exceptions 
which I have mentioned, appears to be un- 
doubtedly prosperous, and the general 
standard of living is higher than it was. 
The total of trustee savings banks deposits 
is £114,000,000, an increase during the year 
of £3,000,000. 

Since the introduction of national health 
insurance the independent membership of 
Friendly Societies has grown from 6,709,188 
to 7,500,000, and the capital and reserves 
have expanded from £50,000,000 to £93,- 
000.000. 

The returns of our foreign trade during 
1928 show that our exports are increasing 
and suggest, according to reliable estimates 
which have been published, that the total 
amount available for investment abroad will 
come out at £169,000,000 against £96,000,- 
000 in 1927. 

The report of the national savings com- 
mittee for 1928 shows that the amount of 
savings certificates sold was £37,400,000 as 
against £31,900,000 in the preceding year. 

The bankers’ clearing house turnover has 
increased during the year by 2,654,000,000 
pounds. 

If we glance at the record of Stock Ex- 
change values of representative securities, 
given in the January number of the Bankers’ 
Magazine, we find there has been a gain 
over last year of £258,000,000, in spite of a 
loss in British railway ordinary stocks of 
£43,500,000. 

In the commercial and industrial group 
there has been a rise of £58,000,000, while 
the earnings announced by industrial joint 
stock companies in 1928 show an increase 
of £11,000,000 over 1927, although it must 
be remembered that some of this belongs, 
strictly, to the latter year. 

New capital issues for 1928 reached a 
total of £362,500.000, an increase of £48,- 
000,000 over 1927. The geographical dis- 
tribution of the issues was as follows: United 
Kingdom £219,000,000; India and Ceylon 
£7,750,000; other British countries £78.000,- 
000: and foreign countries £57,000,000. 

This record does not show any sign of 
poverty, but a less pleasing factor connected 
with these issues is that a considerable por- 
tion was destined for luxury trades, and in 
some instances for the exploitation of patents 
of a speculative character. In this connec- 
tion I should like to remark that considerable 
responsibility rests on bankers in deciding 
whether they are justified in lending their 
names to prospectuses of a certain class. The 
decision is not always an easy one. When a 
person of repute comes to his banker with a 
bona fide issue, even though it may seem 
highly speculative, it is difficult to refuse to 
have anything to do with it, though of course 
the mere appearance of a bank’s name on a 
prospectus is no guarantee as to the prospects 


of the venture. I believe banks as a whole 
feel their moral responsibility in this matter, 
and I can assure you we scrutinize all 
prospectuses very carefully and refuse to 
pass anything of an ambiguous or misleading 
character. The question is a serious one, 
and any check on improper appeals to the 
public which can be practically applied should 
be welcomed. 

The facts and figures which I have given 
you do not seem to me to call for any undue 
pessimism. In spite of dark spots the picture 
as a whole is a fair one, and if we were to 
look at it as representing the position in 
another country and apply to it the impartial 
judgment which for some obscure reason we 
frequently fail to employ in regarding the 
affairs of our own country, we would con 
clude, I feel sure, that the people enjoying 
these conditions were in the main to be 
envied rather than pitied. 


The monthly review of Barclays Bank 
Limited comments as follows on the 


address of F. C. Goodenough at the 


annual meeting of shareholders: 


The address delivered by F. C. Goodenough 
should help to counteract some of the effects 
of this country’s national characteristic of 
self-depreciation. Mr. Goodenough did not 
overlook the unsatisfactory features of our 
trading and industrial position and expressed 
his disappointment that the distinct signs of 
improvement which were prevalent a year 
ago were not realized. He emphasized that 
“the coal industry continues to be in a very 
bad state and so also are sections of the 
Lancashire cotton industry,” there being 
“much distress in the coalfields and elsewhere 
owing to unemployment.” Moreover, “the 
depression in the heavy industries is so 
serious as to create a general feeling that 
industrial organization is not as it should 
be.” Mr. Goodenough, however, did not 
allow these unfavorable aspects to obscure 
the factors upon which he based his view 
that “looking into the future, there is ample 
ground for a confident and hopeful feeling. 
He called attention to the fact that, recently, 
the iron and steel industries and certain 
allied trades have shown some improvement 
and that what are commonly known as the 
finishing sections in certain industries and 
those engaged with the production of articles 
of luxury, as well as certain of the newer 
industries, such as artificial silk, are, generally 
speaking, in a satisfactory condition and some 
of them are doing very well. These facts 
support the view “that the British workman 
continues to maintain his old time ability for 
skilled manufacture,” while they also show 
that British inventive genius and powers 0 
organization are not lacking. This country 
still takes a leading place as a producer of 
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high grade goods and it is encouraging that 
the volume of total exports from this country 
during 1928 was higher than for several 
years past. Another ground for confidence 
is that many of the industries of this country 
are about to begin or are passing through a 
process of reorganization, with a view to 
reducing costs of production. Mr. Goode’ 
nough emphasized that “great efforts are 
being made to place the depressed industries 
on a more satisfactory footing, both as re- 
gards economy and efficiency, through the 
great combinations of interests which are 
taking place,” and that reorganization upon 
more economic and efficient lines was 
essential in the case of many of our in- 
dustries subject to foreign competition, if 
we were to regain our full pre-war volume 
of trade, particularly in view of the fact 
that there are no signs of a reduction in 
the tariff barriers, if taken as a whole. In 
this connection, it is to be hoped that more 
energetic steps will be taken to give effect 
to the recommendations of the World Econ- 
omic Conference held at Geneva in May, 
1927, when a resolution was unanimously 
Passed stating that the time had come to 
put an end to the increase in tariffs and to 
move in the opposite direction. 

It is satisfactory to note that “much is 
being done to develop new outlets for trade 
and t» improve the marketing of our goods 
on more scientific lines” and although, up 
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to the present, the progress observable in 
various directions has not been accompanied 
by an appreciable trade improvement or by 
any noticeable reduction in the numbers of 
unemployed, there is good ground for hoping 
that the benefits will be more marked as the 
process of reorganization is brought to 
fruition. 

In summing up the industrial position at 
home, Mr. Goodenough, speaking broadly, 
stated that, “except in the coal areas, the 
South is comparatively prosperous, whilst 
the North is still suffering from trade de- 
pression. Sound schemes for amalgamation 
and reorganization should help to solve the 
difficulties in the depressed industries, but if 
these industries are unable through these 
means to absorb their existing unemployed, 
there is ample opportunity for affording 
relief in other parts of the country, both 
through new and expanding industries lo- 
cated in the South and in works of a more 
or less public character, such as levelling, 
road-making, planting and drainage in many 
areas.” 

Developments in this direction, however, 
involve considerable expenditure and in order 
that sufficient capital shall be available, it is 
necessary that economy, both public and 
private, should be practised, so that the 
volume of the national savings may be in- 
creased. This fact lends additional interest 
to Mr. Goodenough’s statement that “it is 
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not sufficiently widely appreciated, how each 
individual investor could help the govern- 
ment at the present time, if he were to 
appropriate some definite actual sum out 
of his own money available for investment 
for the purchase of British Government 
securities. It would raise the price of the 
securities in the market and would therefore 
be particularly helpful to the government in 
connection with its funding and conversion 
operations, thus helping to reduce the annual 
charge for interest on the national debt by 
assisting the government to float fresh loans 
on the finest terms. This, sooner or later, 
would place the government in a position 
to reduce taxation, opportunities for which, 
in the near future, are otherwise extremely 
circumscribed. It would be well for an in- 
vestor to turn his attention to the purchase 
of British Government securities, rather than 
to invest his money in many of the issues 
of a more or less hazardous character which 
have lately been offered to the public, some 
of which must almost inevitably result in a 
loss. If the government could be helped in 
this way into a position of making a reduc- 
tion in taxation, the benefit to the country 
as a whole, and especially to our industrial 
interests, would be very great indeed.” By 
purchasing British Government securities, in- 
vestors would not only obtain a safe and 
sound investment for their savings, but they 
would also help, by tending to reduce the 
interest charge on the debt, to make more 
money available for the sinking fund, which 
money, to a large extent, eventually finds 
its way into fresh capital outlets. Further, 
the yield on British Government securities 
has a considerable influence upon the cost 
of long-term borrowing generally in this 
country and an improvement in British 
credit, therefore, by enabling our traders and 
manufacturers to raise their capital more 
cheaply, would tend towards a lowering of 
production costs. An appreciable increase 
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in the quotations for British Government 
securities, as a result of an extensive invest- 
ment demand, would not necessarily mean 
that a larger proportion of the available 
savings was being utilized in non-productive 
directions. Although the market value of 
the British Government securities outstand- 
ing would be increased, their actual volume 
would be unaffected and while buyers would 
pay a higher price, the sellers would receive 
an increased capital sum, which would be 
available for other investment. While it is 
important that every encouragement should 
be given to the provision by the investor of 
money for sound business, including new 
enterprises, this objective is not inconsistent 
with the securing of the benefits which should 
flow from an increased demand for British 
Government securities. Moreover, it can 
not be overlooked that a good deal of money 
is lost each year because many savers have 
not had the necessary experience to enable 
them to judge the merits or demerits of any 
particular investment and, in existing circum: 
stances, this loss is a wastage which the 
country can ill afford. 

During the course of his speech, Mr. 
Goodenough referred to the important part 
played by London as a monetary center and 
stated that as a result of the steadiness of 
interest rates in this country during the last 
year, “industry has gained a distinct advan- 
tage, whilst, at the same time, the prestige 
of London as a financial center has been 
greatly increased.” Mr. Goodenough em 
phasized that the heavy gold movements 
which have taken place between the various 
international financial centers during the 
year “have been due mainly to causes other 
than international trade and price level con 
ditions (except possibly, to some extent, in 
the case of France), differences in interest 
rates between certain of the chief centers 
being largely responsible. For that reason, 
there has been justification for retaining the 
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bank rate at the existing level of 4% per 
cent. throughout the year, as there has been 
no necessity to raise the rate, as might have 
been the case if it had been found that an 
adjustment of price levels was needed in the 
interests of our foreign trade.” 

Much of the additional gold acquired by 
the Bank of England during the earlier part 
of the year has since been re-exported and, 
according to the weekly returns, the gold 
held by the Bank of England at the end of 
1928 was only £2,000,000 in excess of the 
figure at the close of 1927, but Mr. Goode- 
nough called attention to the fact that 
“during the period of relatively cheaper 
money which has prevailed in London during 
the later part of the year large numbers of 
commercial bills have found their way to 
London as the cheapest market for a time. 
London also has, for the same reason, and 
through her growing influence as a chief 
monetary center, increased her acceptance 
credits, which has led to a larger number 
of bills being negotiated in the London 
market. 

“As these and other bills, which may come 
here owing to the same causes in the future, 
mature for payment, they serve to offset the 
demands that may be made against us and 
to strengthen the monetary position here. 

“These bills represent debts due as the 
result of commercial transactions spread all 
over the world, and enable this country, as 
the holder, to discharge the debts owing by 
us without our being called upon to maintain 
a large amount of gold as a reserve over and 
above the amount required for our actual 
currency purposes. 

“It is interesting to recall how, in the 
past, the position of London as a commercial 
and financial center, was built up, safe: 
guarded and maintained through being, dur- 
ing the greater part of the year, the cheapest 
money market, and this fact enabled her to 
acquire and hold a larger proportion of com- 
mercial bills than other monetary centers. 

“The increase which has taken place dur- 
ing the year in the holdings by the banks 
of commercial bills is an indication of the 
increased assistance which the banks have 
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afforded to trade and industry both at home 
and abroad. 

“It is often suggested that the financing 
of trade between countries outside Great 
Britain is prejudicial to our own industrial 
interests, but that is not really the case. Such 
transactions earn profits for this country 
from abroad and serve to increase the total 
of our invisible exports, upon which we de- 
pend to adjust our visible adverse balance 
of trade.” 

The success of the London money market 
in the past has been largely based on the 
efficiency of its organization and this effi- 
ciency has enabled London to maintain its 
position as a leading international monetary 
center, notwithstanding that as a result of 
the war, New York has assumed a much 
greater importance than formerly. 

The fundamental requisites for success in 
building up and expanding an international 
monetary business are not different, in 
principle, from those required to secure like 
results in trade and industry and in view 
of the numerous steps now being taken to 
strengthen this country’s general trade and 
industrial position and bearing in mind Mr. 
Goodenough’s remark that “there is a strong 
spirit of appreciation throughout the country 
of the value of co-operation and a desire to 
work for one common end,” there seems no 
reason why, in spite of the difficulties still 
remaining, we need take a pessimistic view 
of this country’s possibilities. 


CAUSES OF STRAIN IN LONDON 


Among more recent comments on the 
situation in Great Britain is Arthur W. 
Kiddy’s dispatch to the New York Eve- 
ning Post in which he says on March 2: 


London's financial position is now strained 
by the combined effect, (1) of the Ameri- 
can boom checking America’s lending power 
and its high money rates attracting foreign 
capital, thus affecting exchange rates; (2) 
of the extensive borrowing of Germany, 
leading to huge gold accumulation by the 
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Reichsbank, which was largely supplied by 
England; (3) of the failure of the central 
banking co-operation plan to prevent the 
scramble for gold; (4) of the Bank of 
France's huge holding of foreign credits; 
(5) of innumerable causes creating trade de- 
pression, thus throwing upon London's bank- 
ing and financial activities the task of off- 
setting the visible adverse trade balance. 

These factors were brought out more 
markedly by the rise in American money 
rates and the cessation of American loans 
abroad. Pending a change in the situation 
in the United States or in the exports from 
countries like Germany or Spain it is be- 
lieved that England must almost necessarily 
erect ramparts of high money rates. 


ENGLAND'S TRADE BALANCE 


The New York Times on March 12 
comments editorially on England's trade 
balance as follows: 


At the annual dinner of the Chamber of 
Commerce of the United Kingdom, Sir 
Philip Cunliffe-Lister, president of the Board 
of Trade, reported its estimates of the balance 


of British trade for 1928. There was a 
visible adverse balance, an excess of mer- 
chandise and bullion imports over exports, 
of £359,000,000. From the imports of 
bullion the £18,000,000 of gold pledged by 
the Bank of France as security of the Bank 
of England and returned to France on pay- 
ment of the loan was excluded. That sum 
was never part of the bank reserve. So the 
board treats the movement of this gold as “a 
transaction of a special character,” not 
properly belonging to an account of current 
revenue. 

The debit balance is transformed into a 
credit balance by means of the invisible ex 
ports, as to which the board has tried to be 
conservative. This is its arithmetic: 

“Excess of government receipts over ex: 
penditures, £13,000,000; net national ship 
ping income, £130,000,000; net income from 
oversea investments, £285,000,000; net re- 
ceipts short interest and commissions, £65, 
000,000; other net miscellaneous receipts, 
£15,000,000.” 

So the total invisibles are £508,000,000. 
Subtracting the visibles, you get a credit 
balance of £149,000,000. It is £53,000,000 
bigger than last year’s. Shipping receipts 
are less by £10,000,000; yet they look re- 
markably fat in view of the many obstacles 
which British shipping has to put up with. 


FRANCE 


Fear of a possible governmental crisis 
casts its shadow over the French eco 
nomic situation. Poincare seems deter- 
mined to remain in power so long as he 
controls the majority and the general 
opinion seems to be that he will not lose 
his majority in the near future. It is 
pointed out, however, that owing to the 
vastly improved financial situation in 
which France finds itself any political 
crisis would leave finances and the franc 
unharmed. This is a distinct advance 
from the “gloomy days” when the over’ 
thrown of the Ministry would have 
meant financial chaos. 

The recent Caisse d°Amortiseement 
loan was highly successful with about 
5,000,000,000 francs funded and the 
books closed on the opening day. The 
lower interest rate in comparison with 
the rates on some of the other rentes 
illustrates the general public confidence 
in the Caisse d’Amortiseement. 

The government’s budget receipts in 
January were 3,993,000,000 francs or 
500,000,000 more than the revenue of 
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January, 1928. Indirect taxes yielded 
436,000,000 more than the estimates. 
The increase in the surplus and the im- 
provement in government revenue leads 
to the conclusion that tax reductions in 
the near future are inevitable. 

Prices of commodities are rising in 
France, the index number of wholesale 
prices showing the average at the end 
of January to have been 644, compar- 
ing with 637 in December and 639 in 
November. In January, 1928, the av- 
erage was 620. 

Foreign trade returns for January are 
not considered satisfactory. Compared 
with January of last year, imports in- 
creased 1,095,000,000, while exports 
decreased 317,000,000. The surplus of 
imports for January amounted to 1,471,- 
000,000 francs. However, it is still con- 
sidered a negatively favorable sign that 
the import balance arises rather from 
increase of imports than from decrease 
of exports, which would be really se- 
rious. Also it is pointed out that the 
increase in imports is still largely due 
to the purchase abroad of raw materials 
for industry, which is in itself a favor- 
able indication. The large increase in 
French imports would seem to indicate 
that France is not so much a protection 
country as has been stated. 

The January production of steel in 
France surpassed all previous months 
being 837,000 tons, comparing with 
828,000 in December and with 753,000 
in January, 1928. The nearest approach 
to this record figure is said to be the 
output of last October which was 
834,000. 


GERMANY 


The January bulletin of Direction der 
Disconto-Gesellschaft, Berlin, gives a 
very complete summary of economic 
conditions in Germany and is intended 
to dispute the popular belief in German 
Prosperity, which it declares to be 
erroneous. While it is admitted that 
inuch progress has been made thanks 
to the support and assistance of foreign 
credits the present absolute position of 
Germany is not such as to be properly 
described as “prosperous.” 
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The German public debt at the end 
of 1928 was reported as 8,488,000,000 
marks, comparing with 7,984,000,000 
marks at the end of 1927. The increase 
is ascribed to floating debt and to a 
new long term debt of 320,000,000 
marks for compensation to native losers 
through the war. 

Issues of new loans on the German 
home market during February were 68,- 
000,000 marks, which compares with 
34,000,000 in January. Foreign loans 
issued in February footed up 161,000,- 
000 marks, as against 27,000,000 in 
January. 

America’s share in the February loans 
was 87,000,000 marks. Holland, how- 
ever, is also financing Germany on an 
increasing scale. In addition to sub- 
scribing for one-fifth of the February 
loans, Holland bought large quantities 
of municipal and other Reichsmark 
bonds during the month. 

Pig iron production in Germany 
during January was 1,097,980 tons. 








This compares with 1,180,576 in Janu- 
ary, 1928, but it exceeds the monthly 
average of any year since the war, and 
contrasts with only 267,000 tons pro- 
duced last November, when the Ruhr 
lock-out had crippled production. 

Taxation receipts as reported for 
January were 1,157,000,000 marks, 
comparing with 558,000,000 in Decem- 
ber and with 1,008,000,000 in January, 
1928. 

Unemployment in Germany is on the 
increase, workmen entirely unemployed 
at the end of January making up 19.4 
per cent. of the labor union membership 
as compared with a percentage of 11.4 a 
year ago. It is feared that the premiums 
of the new unemployment insurance 
system, which the existing law limits to 
3 per cent. of wages, will prove in- 
sufficient to meet the situation. 

Although the surplus of imports over 
exports in Germany’s foreign trade as 
reported for January, aimounting to 
214,000,000 marks, was the largest of 
any month since last July, the month's 
results are nevertheless considered to be 
promising. The greater part of the in- 
crease in imports was in raw materials, 
which is taken to indicate returning in- 
dustrial activity. 

Export of manufactured wares, 
amounting to 791,000,000 marks, has 
never been exceeded except in Sep- 
tember, 1928. The large total figure 
of imports, 1,319,000,000, was partly 
due to the entry of goods long kept in 
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bond. Exports of heavy iron goods, of 
electrical articles, textiles and paper 
were considerably increased. 


ITALY 


The outlook is cheerful in Italy, 
where, despite the tightening of money 
in London and New York, it continues 
easy on the Italian market. The index 
of stock exchange quotations, based on 
the average of December, 1925, as 100, 
and which fell to 53 in June, 1927, rose 
during January, 1929, to 92. Deposits 
in both commercial and savings are in 
creasing slowly but constantly. 

Industrial production has also in 
creased, as is shown by the consumption 
of electrical energy. Total power of 
active electric plants in Italy has reached 
3,192,000 kilowatts, in comparison with 
2,840,000 a year ago. 

As a result of the unusually severe 
winter, wholesale and retail prices of 
foodstuffs have risen. Average prices 
of vegetables are 8 per cent. over the 
minimum of September, 1927, animal 
foodstuffs, 20 per cent. In_ other 
products, however, increases have been 
slight. 

Trade indications are encouraging. 
Italy’s exports in 1928, reduced to the 
same gold values, were 2,947,000,000 
lire in 1928, as against 2,115,000,000 in 
1913, which was the most prosperous 
pre-war year. 
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nance of the forests. Labor has been 


T the annual meeting of stock- 
holders of the Royal Bank of 
Canada, Montreal, Sir Herbert 

Holt, chairman of the bank, characterized 
Canadian business as follows: “The 
basis of the exceptional prosperity dur- 
ing the last few years has been the great 
development of natural resources. New 
areas have been opened up for cultiva- 
tion; great mining fields have been dis- 
covered; forest resources have been more 
effectively utilized, and the large scale 
installation of plants for the develop- 
ment of water power has resulted in an 
increase in manufacturing activity in 
most parts of the country. In the 
newsprint industry, however, there has 
been unjustified expansion, resulting in 
overproduction and a consequent de- 
cline in price, entailing a loss to the 
industry of at least $20,000,000 a year. 
It is imperative that measures be taken 
to remedy this situation so as to bring 
a fair profit to the industry and to per- 
mit adequate conservation and mainte- 


well employed at high wages, and the 
buying power of labor and agriculture 
has been sufficient to produce a steadily 
improving volume of trade. 

“The most pressing internal problem 
of the country is the need for more 
population. If the present good times 
are to continue, there is need for more 
farmers on the soil and more men in 
the mines and factories in order that we 
shall consume a larger proportion of 
our own products. Without a substan- 
tial increace in immigration, we cannot 
hope to maintain that balance in ex- 
pansicn which is essential to sound 
prosperity. I believe, however, that at 
the moment it is no exaggeration to 
summarize the general situation by say- 
ing that there is no other part of the 
world more prosperous than Canada.” 

That this condition is extending into 
1929 is seen in the February 22 Busi- 
ness Summary of the Bank of Montreal, 
which describes the steady northward 
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trend of settlement and development ex- 
tending from Quebec through Ontario 
and the three Prairie Provinces to 
British Columbia. This includes rail- 
road building, opening up of agricul- 
tural districts and mineral development. 
“Business broadens with the approach 
of spring, and in some departments 
renewed activity is manifested, notably 
in the distribution of drygoods,” says 
the Summary. “Balance sheets of com- 
mercial, financial and industrial corpo- 
rations show 1928 to have enlarged 
operations and produced profits in excess 
of any preceding year, and if the same 
volume of trade can be maintained in 
the next ten months a high degree of 
prosperity will be enjoyed. That this 
consummation will be realized there is 
general confidence founded on many 
outward and visible signs... . 
EXPANSION IN INDUSTRY 
“Most of the major branches of busi: 
ness so improved their standing in 1928 
as to be in a position to extend their 
activities over a broader field, a step 
which is naturally followed by wide- 
spread benefits in the form of a greater 
demand for materials and labor,”: says 
the Monthly Commercial Letter of the 
Canadian Bank of Commerce in its 
February issue. “Probably the most 
notable in this scheme of expansion are 
the railway companies, which have given 
large orders for new equipment and 
have a program of branch line extension 
which is the most important since pre- 
war days. The production schedules of 
automobile manufacturers for at least 
the next few months provide for a 
record output. New construction con- 
tracts continue to be awarded in a 
volume that swells the great amount of 
work now in progress. World economic 
conditions favor an increase in inter- 
national trade, in which Canada, al- 
ready one of the leading participants, 
should have her proportional share. . . .” 


FOREIGN TRADE 


The foreign trade of the country is 
constantly expanding in both imports 
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and exports, showing an increase of 18 
per cent. in January over the like month 
last year. According to the Bank 
of Montreal’s summary, the larger gain 
was in imports, “$17,453,000 compared 
with $12,378,000 in exports, as a result 
of which a favorable balance of $3,000, 
000 a year ago was converted into an 
adverse balance of $2,000,000 last 
month. Conspicuous on the import side 
are the continuous larger purchases of 
iron and steel products, imports of these 
articles having risen in value $8,000,000 
in January, and $71,000,000 during the 
last ten months, or by about 35 per 
cent., a remarkable increment. Free 
fibres, mainly raw material of textile 
mills, had an import value in January 
$1,210,000 in excess of last year, and 
in the ten months an 
$13,320,000 has occurred, indicative 
of domestic manufacturing activity. 
Aggregate foreign trade for the elapsed 
ten months of the fiscal year has now 
reached $2,200,000,000, and will prob- 
ably amount to two and three-quarters 
billions by the close of the year, a re’ 
markable commerce for ten million 
people. 


increase of 


NEWSPRINT OUTPUT 


“Although stabilizing of newsprint 
price has not been announced, and al- 
though the drop in price has reduced 
profits, output has not diminished. The 
industry, however, is operating at only 
about 81 per cent. of capacity, a ratio 
not likely to be exceeded in the near 
future since consumption cannot be 
expected greatly to exceed in the United 
States that of a Presidential election 
year. Production in Canada has, in 
deed, been accelerated less by enlarged 
consumption than by decreasing output 
in the United States, and increased 
activity of Canadian mills will depend 
much upon whether this trend continues. 
In January, Canadian newsprint pro 
duction at 212,190 tons was 24,342 tons 
larger than in the corresponding month 
last year, while in the United States 
production was up 4 per cent.” 
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AGRICULTURE 


Agriculture during 1929 will, accord- 
ing to the Canadian Bank of Commerce, 
probably seek to adjust itself to market 
conditions, which, as far as the West 
is concerned, seem to require for the 
present a more gradual increase in wheat 
acreage than has taken place in recent 
years, a careful selection of seed, and a 
shift to mixed farming in certain dis- 
tricts. 

In 1928, according to statement of 
the same institution, Canada grew 
the world’s largest quantity of the 
best bread-making wheat, more than 
$00,000,000 bushels, a quantity sufh- 
cient to provide bread for 75,000,000 
people. This great volume is expected 
to bring into Canada probably $300,- 
000,000. 


DOMINION BANK STATEMENT 


Profit and loss statement of the 
Dominion Bank, Toronto, as of Decem- 
ber 31, 1928, showed profits for the 
year of $1,408,088. To this has been 
added $120,524 brought forward from 


INTERNATIONAL 


A. BEANE and G. F. Abell, formerly 

joint general managers of Lloyds Bank 

Limited, London, have been appointed 

chief general managers of the bank. 
Mr. Beane became a general manager in 1923, 
alter occupying important positions in the 
Bank of London and Newcastle-upon-Tyne 
and also in Lloyds & National Provincial 
Foreign Bank Limited, in Paris. Mr. Abell, 
before becoming general manager, was for 
some years manager of the city office of 
Lloyds. 

R. A. Wilson and §. Parkes, formerly 
assistant general managers, and S. P. Cher- 
rington, formerly a manager of the city 
ofice, have been appointed joint general 
Managers of the bank. The city officé will 
be under the joint management of G. L. 
Potter, G. D. Gold and E. J. Sawtell. 


Report of the Imperial Bank of India, Cal- 
cutta, for the half-year ended December 31, 
1928, shows net profit for the period of 
Rs. 40,531,094, which, with Rs. 29,63,120 
brought forward from the previous account, 
makes a total of Rs. 70,14,215. This has 
been disposed of as follows: 


the previous account, making a total of 
$1,528,612. Dividend at the rate of 
12 per cent. per annum and a bonus 
of 1 per cent. took $780,000; $50,000 
has been contributed to officers’ pension 
fund; $176,325 provided for taxation; 
$25,000 written off bank premises; and 
the remainder, $272,286, carried for- 
ward. 

The bank's capital is $6,000,000, 
reserve $8,000,000, deposits $115,340,- 
587, and total resources $152,805,147. 


BANK OF TORONTO 


The November 30 statement of the 
Bank of Toronto reported capital of 
$5,000,000, rest of $7,000,000, deposits 
of $105,326,798, and total resources of 
$135,273,454. 


CANADA TRUST COMPANY 


Canada Trust Company, London, 
Ontario, in its statement of December 
31, showed capital of $1,000,000, re- 
serve of $800,000, and total resources 
of $21,874,018. 


BANKING NOTES 


To dividend at the rate of 16 per 

cent. per annum free of income 

tax Rs. 45,00,000 
To reserve fund 5,00,000 
To pension funds 3,42,000 
To carry forward to next account 16,72,215 


Paid up capital of the bank is Rs. 5,62,- 
50,000, reserve Rs. 5,22,50,000, deposits 
Rs. 79,25,29,985 and total resources Rs. 
97,38,52,393. 


THE National City Bank of New York is 
planning to open this month a branch in 
Mexico City, which will be the first of a 
chain of branches throughout that country. 

The activities of the National City Bank 
in Mexico are expected eventually to 
parallel those in Cuba, where the institution 
now has twenty-five branches in active opera’ 
tion giving a complete banking service in all 
parts of the Island. Chains of branches are 
also maintained in China, the Dominican 
Republic, Japan, India and elsewhere. Each 
branch will engage in the usual commercial 
banking activities and deposit, loans and dis- 
counts and exchange transactions. Eventu- 
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ally, it is expected that the National City 
Company, the security subsidiary of the bank, 
may extend its activities into that country. 

The new Mexico City branch will be 
managed by three Americans. All other 
employes of the branch will be Mexican 
William B. Richardson, who once managed 
the Genoa branch of the National City Bank, 
will be the manager, and he is in Mexico 
City now arranging for the opening of the 
bank. Chester Tupley Swinnerton will be 
cashier. 


Directors of the British Linen Bank, Edin- 
burgh, in their annual report for the year 
ended: January 15, 1929, reported net profit 
for the year of £330,039, after providing 
for bad and doubtful debts, interest due to 
customers and rebate on bills current. To 
this sum has been added £54,731 brought 
forward from the previous year, making a 
total of £384,771, which has been allocated 
as follows: 


BALANCE sheet of the Credit Suisse, Zurich, 
as of December 31, 1928, shows capital of 
Fr. 150,000,000, reserve fund of Fr. 46,000, 
000, current accounts of Fr. 304,569,987 and 
total resources of Fr. 1,349,118,384. 


STATEMENT of the Bank of Finland, Helsing: 
fors, as of December 31, 1928, shows capital 
of Fmk. 500,000,000, reserve fund of Fmk. 
357,127,159, and total resources of Fmk. 
3,018,607,268. Net profit for the year 1928 
amounted to Fmk. 144,024,140. 


THE semi-annual statement of -the Interna’ 
tional Banking Corporation, which is owned 
by the National City Bank of New York, 
as of December 31, 1928, showed capital of 
$2,500,000, surplus of the same amount, 
undivided profits of $2,000,000, deposits of 
$37,426,807 and total resources of $56,160, 
639. 


At the general meeting of stockholders of 


To half-yearly dividend at the rate of 16 per cent. per annum, less income tax 
To reduction of bank premises and other heritable property 
To final dividend at the rate of 16 per cent. per annum, less income tax 


To transfer to reserve fund 
To pension reserve fund 


~ 


Ya carry forward to next account 


The bank's capital is £1,250,000, reserve 
fund £1,800,000, deposits £2'7,236,608 and 
total resources £35,014,011. 
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the Banca Commercial Italiana, Milan, on 
March 23, it was voted to transfer 20,000,000 
lire from profits to reserve, bringing the latter 
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ty $60,000,000 lire, and to distribute to 
tockholders a dividend of 65 lire a share, 
13 per cent. The Bancomit Corporation, 
, subsidiary, and the Banca Commerciale 
ltuliana Trust Company, New York affiliate, 
jeclared a dividend of 75 cents a share for 
the first quarter, placing the $50 par stock 
on a $3 annual basis. 


Tue London Merchant Bank, Limited, 
london, in its annual report, showed net 
profit for the year ended December 31, 
1928, of £71,845, after providing for bad 
and doubtful debts, current expenses, etc. 
To this has been added £24,721 brought 
foward from the previous account, mak- 
ing a total of £96,566. This has been dis- 
tributed as follows: 


To dividend on the “A” 
subject to income tax 

To interim dividend on 

shares, subject to income tax 
To transfer to contingency fund .. 20,000 
To carry forward to next account 45,066 


The bank’s capital is £825,000, current 
and other accounts £1,43'7,214, acceptances 
on account of customers £3,377,290 and 
total resources £5,684,571. 


£21,000 


STATEMENT of the Bank of Athens, Greece, 
as of December 31, 1928, showed fully paid 
capital stock of Dr. 72,000,000, surplus of 
Dr. 92,200,000, undivided profits of Dr. 
4,459,484, deposits of Dr. 3,116,908,059 and 
total resources of Dr. 3,441,983,126. 


Profits of the North of Scotland Bank 
Limited, Aberdeen, for the year ended De- 
cember 31, 1928, were £274,368, accord- 
ing to the report of the directors. To this 
has been added £102,148 brought forward 
from the previous year, making a total of 
£376,517 for distribution as follows: 


To bank buildings account £10,000 
To officers’ superannuation fund.. 10,000 
To widows’ and dependents’ fund.. 5,000 
To reserve fund 


Learn a Foreign 
Language 


French, Spanish, Italian, 
German, etc. 


Conversational instruction under 
our native teachers will give you a 
practical knowledge of any lan- 
guage in a few months. We invite 
you to take a Free Trial Lesson. 
Day and Evening Classes and In- 
dividual Instruction. Catalogue on 
request. 


BERLIT7 


SCHOOL OF 


LANGUAGES 


Est. 50 years 336 Branches 





New York—30 W. 34th St., Tel. Pennsylvania 1188 
Breoklyn—2 18 Livingston St., Tel. Triangle 1946 


If there is no Berlitz School in your city 
write to Dept. Z for particulars of our 
Correspondence Course in FRENCH. 


To interim dividend at the rate of 
18 per cent. per annum, less in- 
come tax 
To final dividend at the rate of 18 
per cent. per annum less income 
tax 
To income tax on dividends 
To carry forward to next account. . 103,472 


Paid up capital of the bank is £1,141,- 
000, reserve fund, with the £50,000 from 
the profit and loss account, is £1,065,000, 
deposits £21,811,625 and total resources 
£26,398,041. 





THIS SEAL 
Fortiries YOUR JUDGMENT 


Tue SEAL of the General Surety Com- 
Pany on any investment you recommend for- 
tifies and justifies your judgment as to its 
absolute safety. 


Rigid investigation before, constant super- 
vision after, add infinite strength to our 
GUARANTEE, backed by a fund of 
$12,500,000. There is more satisfaction in 
selling a bond bearing the Seal that Certifies 
Safety. 


GENERAL SURETY COMPANY 


340 MADISON AVENUE, NEW YORK 


Capital and Surplus $12,500,000 


UNDER SUPERVISION INSURANCE DEPARTMENT STATE OF NEW YORK 





How Banks are Advertising 


Special Section of The Bankers Magazine 


thur Brisbane in his 
editorial columns is 
used with good effect by the 
Equitable Trust Company in 
an attractive looking folder 
on the subject of real estate 
and real estate service. 
“Speaking of real es 
tate—” says the cover, and 
quotes Mr. Brisbane, as 
follows: “If lying letters 
and prospectuses can get 
$70,000 from the president 
of (one of our largest uni- 
versities), what chance has a 
poor widow seeking to in- 
crease her small allowance?” 
The answer to Mr. Bris- 
bane’s question is contained 
inside. Every widow, says 
the Equitable, has two very 
definite chances to make the 
most out of her real estate 
transactions—first, if her 
husband made a will and 
appointed a trust company 
executor and trustee; second, 
if not protected by a trust, 
she herself created a trust 
and appointed a trust com- 
pany as administrator and 
trustee. 

b “If these opportunities 
lip by we agree with Mr. 
Brisbane— ‘what chance has 
an experienced woman?” 

“The fact that intelligent 
men and women are con- 
stantly being swindled is not 
proof that real estate cannot 
be bought and sold by the 
layman without danger of 


 iggenere sti by Ar- 
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fraud, but it is proof, how- 
ever, that real estate trans- 
actions should not be at- 
tempted without the guid- 
ance of expert opinion and 
judgment. This applies par- 
ticularly to the heirs of an 
estate where real estate is 
quite likely to be involved. 

“If you will make a will 


and create a trust you auto- 
matically forestall the at- 
tempts of the dishonest real 
estate operator. He cannot 
profit by the inexperience of 
your heirs and beneficiaries.” 

The remainder of the copy 
deals with the Equitable’s 
real estate service as trustee 
of an estate. A return en- 





Facilitating the Handling of 
6-Million-Share Days 


VITAL part of the machinery of the New 

York securities markets is that which safe- 

guards and expedites the transfer of ownership 
of the millions of shares dealt in daily. 


More than 28% of the total num- 
ber of companies whose shares were 
traded in during a recent typical day 
on the New York Stock Exchange 
are served by this Company as registrar 
The number of 
shares transferred or registered by us 


or transfer agent. 


was more than 31% of the total 


perience and exceptional facilities. 





The corresponding figures on the 
same day for the New York Curb 
Market were: 17% of the companies: 
and 20% ot the total shares traded in. 


The handling of such a large vol- 
ume of transactions has been entrusted 
to this Company because ofits long ex- 





Through our Trust Department we act in every fiduciary capacity 
—as transfer agent, registrar, trustee, fiscal agent, etc., for corporations 
and governments; ahd as executor and trustee, etc., for individuals 


Guaranty Trust Company 
of New York 


Purr Avenue Ovmce 
Fifth Ave. and aatt St. 


Mai» Oprice 
140 Broadway 


Mapison Avenue Orrict 
Maduon Ave. and 6oth Si 


SIRT Es FEE Ee 


A timely and impressive advertisement emphasizing the 

bank's facilities for serving as registrar or transfer agent. 

The specific facts it contains make the advertisement 
unusually effective. 
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velope requests a copy of 
the bank’s “Will Memo- 


randum.” 


Don KNOWLTON, publicity 
manager of the Union Trust 
Company of Cleveland, has 
been elected president of the 
Cleveland Chapter, Financial 
Advertisers Association. T. 
L. Bailey of Otis & Com- 
pany, is the new vice-presi- 
dent; Frederick E. Gymer, 
assistant publicity manager 
of Union Trust Company, 
and W. W. Pierce of the 
Cleveland Press have been 
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re-elected secretary and treas- 
urer, respectively. 


A view of the huge vault 
door, open, showing a wom- 
an within the safe deposit 
department, makes an atten- 
tion-getting cover for a book- 
let published by California 
Bank, Los Angeles, on the 
subject of safe deposit. The 
title of the folder is “Safe- 
guarding Your Property.” 
The booklet describes the 
protection provided for its 
vaults and lists a large num- 
ber of documents and articles 


Nu 6777 
DIVERSITY OF SERVICE. 


Whatever may have been the case fifty 
years ago, the work of a modern Bank is 
not lacking in variety. In an ordinary 
day’s work, the following are examples 


of transactions 
Institution :— 


undertaken by this 


Received securities belonging to customers 


for safe custody. 

Accepted Executorship of an Estate and 
Trusteeship of a Marriage ement. 
Made advances to importers against shipments 
of cotton from New Orleans and to 
exporters of piece to the East, and 
opened credits in the Colonies for firms 

buying fruit for the English market. 

Issued World Letters of Credit enabling the 
holders to obtain money in any banking 
town in the British Isles and throughout 
the World. 

Opened a Deposit account for a schoolboy 
who had been presented with £10. 
Given indemnities for customers who wished 

to take cars to the Continent. 

Reported upon the reputation of a firm in 
Buenos Aires which offered itself as an 
Agent for a Manufacturing Company 
in the Midlands. 


LLOYDS BANK 


LIMITED. 
Head Office: LONDON, E.C. 3. 


Illustrating its diversity of service by concrete examples, 
this London bank presents interesting copy in this news- 


paper advertisement. 


————— 


which should and can hk 
protected by being placed in 
a safe deposit box. 

Blue and black printing 
on white paper add to the 
attractiveness of the layout, 


GerorcE R. WHITTIER ha 
been appointed advertising 
manager of the Commere 
Guardian Trust & Saving 
Bank Company, Toledo. He 
was at one time sales man: 
ager of the American Piano 
Company, New York. 


“ADVENTURES with Spring” 
is the title of a timely folder 
gotten out by the travel 
bureau of the Mellon Na 
tional Bank, of Pittsburgh. 
It follows the usual type of 
folders issued by this bank, 
containing a number of 
colorful illustrations and 
scintillating copy— “lace 
mantillas and a Spanish fan 
in Seville . . . the colorful 
spectacle of a bull-fight in 
Madrid picturesque 
towns in the Pyrenees wher 
America is still a mythic 
land... the chiming of 
cathedral bells at twilight in 
gray old Granada...” 
One of the six pages of 
the folder is devoted to “fine 
points of travel service” ani 


outlines the service of thf 


Mellon travel bureau. 


IN announcing its consolide 
tion with the National Bank 
of Commerce of Seattle, the 
National City Bank of thi 
city sent out a folder stating 
that officers and employes @ 
the latter institution would 
“welcome their friends and 
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customers at their new 
home,” on February 25, the 
day on which the consolida- 
tion became effective. 

Then followed two pages 
if copy entitled “A Greater 
Organization — A More 
Comprehensive Service” 
which gave details of the 
consolidation, statements of 
the two banks, etc. A list 
of the directors of the en- 
larged bank concluded the 
copy. 

A cover of heavy white 
paper was printed in gold 
and the inside pages were of 
white coated paper, printed 
ina very dark green. 


Don Dawson, recently as’ 
sistant secretary of the Cleve- 
land Advertising Club, has 
joined the publicity and busi- 
ness extension department of 
the Central National Bank 
of Cleveland. 


THE February 16 Teller of 
the Union Trust Company 
of Cleveland has a particu- 
larly unusual cover—a photo- 
graph of four children 
gathered about a tiny table 
playing bridge. The first 
story in the magazine is on 
the same subject, and treats 
of the men’s and women’s 
A Oridge clubs of the bank. 
In addition the magazine 
carries personal news about 
the bank personnel, sports 
items, editorials, etc. 

THE organization of the 
Minnesota Company, invest- 
ment subsidiary of the Min- 
nesota Loan & Trust Com- 
pany and the Northwestern 


(4 Uypice tt ute 


ts 


The effective tie-up of headline and illustration 
make additional text unnecessary in this advertise- 
ment. 


National Bank, of Minne- 
apolis, is announced by 
means of an_ excellently 
gotten up folder of letter- 
head size, 82 by 11 inches. 

On the cover is a formal 
announcement, in gold and 
black on white paper, and 
below this, at the bottom of 
the page is a broad border 
design in black and gold. 
Narrower gold and black 
borders are used along the 
outside vertical edges of the 
two inside pages, one of 
which gives the combined 
resources of the afhliated 
institutions and the other of 
which contains three para- 
graphs of copy explaining 
the purpose of the new com- 


pany and giving pertinent 
facts about it. On the last 
page is a black and gold 
monogram about two inches 
in diameter. 

The two-color printing 
and excellent typography are 
outstanding features of the 
announcement. 


A FOLDER of the same size 
but giving an utterly differ- 
ent effect is one of a series 
gotten out by the Union 
Trust Company of Detroit 
on the subject of making 
wills and naming a trust 
company as executor and 
trustee. This is printed on 
white paper in black, with 
decorative touches in red, 
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be drawn, and we will welcome the appor- 
tunity ef showing you hew both twee and 
money cam be saved by combining your 
savings account and your checking account 
in our combination CHECKING-SAV- 
INGS ACCOUNT. 

Around July Ist it is customary for 
thousands of Chacagoans to open savings 
accounts, or readjust accownts they already 
have, and a cordial invitation is extended 
to all savings depositors (and checking 
depositors as well), to visit eur Ground 
Floor banking room at the northwest cor 
ner of La Salle and Adams Sereess, in order 
that we may explain how it is possible to 
both spend and seve through this very 
greatly improved type of Savings Account, 
which enables you to transact all of your 
banking business at one time, at one widow 
and with just one bank book. 


Our ineerest rate is 3°:, but some addi- 
tional imerest may be earned because of 
the fact that we allow interest from July 
Ist om alll savings deposits made at amy time 
before July 15th. 


Total Deposits 
More Than 
One Hundred 
.Million Dollars 


The National Bank of the 


REPUBLIC 


** OF CHICAGO :-- 
LaSalle and Adams Streets 


A single-column advertise- 

ment is used to good effect 

in this advertisement of a 

Chicago bank announcing a 

combination checking-savings 
account. 


but, instead of being more 
or less formal in tone as the 
one mentioned above, is de- 
cidedly casual, and its copy 
is conversational in style. 
“Put Yourself in His 
Place” is quoted at the top 
of the page, and the copy 
begins thus: “The title of 
the advertisement caught the 


man’s attention as he glanced 
through his morning paper. 
‘Put Yourself in His Place,’ 
he murmured. “Why that 
was the Charles Reade story 
I liked best.” Then he read 


OR. .. 


THE travel service depart- 
ment of the Union Trust 
Company of Rochester, N. 
Y., accompanies a couple of 
travel folders with a letter 
announcing a__ personally 
escorted trip to Europe this 
summer, including a four- 
day walking trip in Switzer- 
land. The letter describes 
in some detail this particular 
trip and then mentions other 
arrangements which can 
be made for summer travel, 
in Europe and America, 
through the Union Trust 
travel service department. 
One folder outlines the va- 
rious travel services of the 
company and the other gives 
the itinerary and other in- 
formation about the special 
tour the company is con- 
ducting. 


THE example set by George 
Washington in making a 
will is set forth in a booklet 
published by the Security 
Trust & Savings Bank of 
Los Angeles on “The Mak- 
ing of a Will.” A silhouette 
of Washington appears in 
black and white on the 
cover. Several pages of text 
discuss the necessity for 
making a will and mention 
the qualifications essential 
in a trustee—qualifications 
found most easily in a trust 
company. 


The booklet is typographi 
cally excellent and is printed 


on cream paper in black 
with initial letters in orange, 


THE State Savings Bank 
of Victoria, Australia, has 
opened what it terms “defi 
nite purpose accounts” and 
has issued a record book for 
such accounts so that the de 
positor can keep a personal 
record of his savings, in addi- 
tion to the one kept by the 
bank. The booklet also ex 
plains the many advantage: 
of saving for a definite pur 
pose and lists a number of 
goals which may be reached 
by. that means. 


HOW MUCH LIFE INSURANCE 9 
DOES A MAN REALLY NEED; 
UNNY thing about the bit 
tin the ord: y dollar 
he dependents of 
bard truth that 
us ase any more of the oecesuties of Ile 


Ip you un planning sow 
ual needs, just man the 


Low Rate ~ Low (ost 


Provident Mutual 
Life Insurance Company of Philadelphia Penna 


A good example of the 
emotional appeal in life in 
surance advertising. Head 
line and illustration each 
present the same question 
in a different way. 
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A croup of “Stories of In- 
teresting Estates” is told in 
a booklet of that name pub- 
lished by the trust depart- 
ment of the United States 
National Bank of Denver. 
The ten stories include anec- 
dotes concerning Captain 
Kidd in the role of execu- 
tor: the will of Alfred B. 
Nobel, donor of the Nobel 
Peace Prize, who, during 
his lifetime, invented dyna- 
mite and held valuable pa- 
tents on both dynamite and 
nitro-glycerin; and the will 
made by Lord Nelson at the 
beginning of the famous sea 
battle in which he lost his 
life. 

The bank is mentioned 
only in a brief paragraph 
at the close of the booklet: 
“This bank acts as executor 
of wills, administrator of 
estates, trustee, guardian and 
conservator. Consultation is 
invited regarding our serv- 
ices without obligation.” 
Below this is the bank’s 
signature. 


A COLORFUL blotter printed 
in Chinese is distributed 
to its Chinese customers 
throughout Canada by the 
Royal Bank of Canada, 
Montreal. The blotter is 
yellow and is printed in red. 


THIRTY NINE advantages of 
dealing with Westminster 
Bank Limited, London, are 
listed in a small booklet 
with a jade green cover, 
which that bank has pub- 
lished. The booklet also 
lists a number of leaflets 
which may be secured from 


the bank on various banking 
subjects. 

The booklet is _ nicely 
gotten up and the bright 
colored cover, printed in 
black, is most effective. This 
shade is used by the West- 
minster Bank for many of 
its folders. 


THE Foreman Trust and 
Savings Bank of Chicago 
has issued an informatory 
booklet on the subject of 


bonds and _ bond-buying. 
“Bank Selected Bonds” is 
the subject of the booklet. 
The kinds of bonds and 
their investment qualities are 
explained; the choice of in- 
vestment counsel is dis- 
cussed; and other chapter 
headings include “Invest- 
ments Suited to Individual 
Requirements,” “A Broad 
Investment Service,” and 
“The Result of Consistent 
Bond Buying.” 


Doni Fight Modern Business Battles 
With‘Stone-age Business Weapons 
NSTALMENT Merchandising has worked 


wonders for those industries that have 
utilized it soundly, 


It has become a vital factor in the competition 
of one industry with another for its propor- 
tionate share of the consumer’s dollar. 


Our plans extend into every field to which 
the deferred payment principle is adaptable. 
If your business comes within that range we 
offer you a volume-building service proven 
sure and safe by many years of use. 


CoMMERCIAL CrEpIT COMPANIES 
Commercial Bankers 
Cash Capital and Surplus $32,000,000 


COMMERCIAL CREDIT CORPORATION . 
COMMERCIAL CREDIT TRUST . 
COMMERCIAL CREDIT COMPANY. Inc. . . . 
COMMERCIAL CREDIT COMPANY 


. NEW Yorn 
NEW ORLEANS 
» SAN FRANCISCO 


Nationat Heapquaaters .. . BALMMORE 


An attention-getting headline is aided by excel- 
lent typography and layout and _an_ illustration 
in making this advertisement effective. 
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“A HANDILY-indexed outline 
of trust services designed to 
relieve you and your family 
from present and future 
burdensome care of your 
investments and the man- 
agement of your property” 
is the Cleveland Trust Com- 
pany’s description of a book- 
let issued by it. “Unusual 
Group Judgment to Protect 
Your Estate, Income, Family” 
is the title of the booklet 
The index includes the fol- 
lowing heads: “Your bonds, 
stock, real estate; your 
family; your life insurance; 
your business; your will; 
The Cleveland Foundation; 
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choosing the trustee; the cost 
of trust service; taxes. 

The book is printed in 
black and brown on a light 
tan paper. 


THE use of black ink on ex- 
cellent quality white paper, 
with the title and name of 
the bank in steel engraving 
on the front cover, gives an 
appearance of dignity and 
quality to a booklet of the 
Guardian Trust Company 
of Detroit, entitled “Life 
Wills.” It contains an ex- 
cellent article on the sub- 
ject by S. S. Huebner, Ph.D., 
of the University of Penn- 


A Business Home 
of Character 


'N planning the new building to house 
The Foreman Banks, many vital factors 
had to be considered. 


In its external aspects it must reficct the 
dignity of this 66-year-old institution, must 
reflect credit on the great street that is Chi- 
cago’s famed financial district. 

Internally it must above all be serviceable. 
For Service is the first tenet in the code of 
‘The Foreman Banks. Beautiful in appoint- 
ments—in the beauty of simplicity that means 
greatest working efficiency. Scientific plan- 
ning by building management experts, so 
that space investment shall yield the great- 
est return. 

A large pare of the new building will be 
required for the banks’ own use. Ajtd all 
that makes for the efficiency of their new 
quarters will be reflected in the bertered ser- 
vice that it renders co their clients. 


LS 


sylvania. All of the book- 
lets, folders, etc., issued by 
Guardian Group are of the 
same style, printed on white 
paper in black, and with 
steel engravings on the cover. 


THE Old Colony Corpora- 
tion, investment subsidiary 
of the Old Colony Trust 
Company of Boston, began 
in February the publication 
of The Colonist, a monthly 
magazine, which, according 
to the announcement, “plans 
to touch upon some of 
the romantic highlights of 
modern business. It will 
present stories of real men 
and women, describing busi- 
ness trends that are changing 
daily in the course of our 
lives. It will also tell you 
something of the work of 
the Old Colony Corporation 
and the broadening scope of 
its investment service.” 
The Colonist is 8Yy by 11 
inches in size and the first 
issue contained 32 pages. It 
is printed on white paper 
and the white cover contains 
the name of the publication 
and a drawing of a Puritan, 
printed in blue and black. 
The February issue con 
tained an editorial, “A Na’ 
tion Becomes Investment: 
Minded”; an__ interesting 
article, “Trade with Our 
Southern Neighbors” by 
Victor M. Cutter, president 
of the United Fruit Com 


ere 


th 


The Foreman Banks 


La Salle and Washington Sts., Chicago 


pany; a biographical sketch § .. 
of Charles Francis Adams, § y 
“The Sea-Going Director”; 
a number of news photo § .. 
graphs; articles on such sub § ;, 
jects as public utilities, im J 4, 


Resources Exceed 100 Million Dollars 
Without the 4id of Consolidation 


Good looking iayout and typography characterize this 
advertisement of a Chicago bank. 
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vestment trusts, and women’s 
influence on business; a 
column of short items called 
“The Old Columnist”; and 
hook reviews. 

The entire magazine is 
interestingly written and its 
excellent typography and 
make-up make it most read- 
able. 


An explanation of “How 
Business with Foreign Coun- 
tries is Financed” is given 
by the Guaranty Trust Com- 
pany of New York in a 
booklet with that title. The 
services and facilities of the 
Guaranty Trust in finan- 
cing foreign trade and the 
methods and forms gen- 
erally used are contained in 
the publication. Twenty- 
five forms are reproduced to 
make the explanation clear, 
and photographic reproduc- 
tions of the Guaranty’s 
foreign offices add interest 
to the booklet. 


A BOOKLET, “Banking Re- 
lations with the United 
States Through the First 
National Bank of Boston,” 
is intended for distribution 
among foreign banks. <A 
foreword explains the posi- 
tion of Boston in the coun- 
try’s financial affairs. The 
remainder of the booklet is 
used to outline the facilities 
of the First National Bank 
of Boston for international 
banking. A two-page map 
shows the average transmis- 
sion time between the First 
National and foreign finan- 
cial centers for arbitrage 
cables and reproduced etch- 
ings of the main office of 
} the First National and of 


Whether on: pleasure or business bent, English-speaking 
visitors to Paris are often thankful for some centre to 
which they can turn for guidance and information upon 
exchange and banking matters. The Westminster Foreign 
Bank has an office at 22 Place Vendéme, and both there 
and elsewhere in France and Belgium it is glad to offer 
varied and extensive services to travellers, who are 
invited to avail themselves of help 
which is readily given 


WESTMINSTER FOREIGN BANK 


LIMITED 


22 PLACE VENDOME, PARIS 
(Seine Commercial Tribunal, Regd. No. 109680) 


The excellence which may be achieved by simplicity is 
shown in this advertisement with its interesting map- 
illustration and single paragraph of copy. 


the Buenos Aires branch are 
an additional feature. 

The booklet is attractively 
gotten up and is printed in 
black, brown and red on 
rough deckle-edged paper in 
a cream tone. The cover, 
which is of a similar paper, 
heavier in weight, is plain 
save for a small rectangle of 
silver paper on which the 
title of the booklet is printed 
in black. 


“WHat Everyone Should 
Know About Banking” is 
the title of a good looking 
booklet gotten out by the 
Cleveland Trust Company, 
Cleveland, Ohio. “A con- 


cise handbook to guide you 
in your dealings with your 
bank,” is the bank’s descrip- 
tion of its contents. There 
is a brief introduction ex- 
plaining the general princi- 
ples. of banking, and then 
are described the savings ac- 
count, commercial account, 
bank draft and loan. Each 
is illustrated with the various 
banking forms used in that 
particular phase of banking. 

The booklet is simply 
written and well designed 
and printed. 


“AN ordered life,” says the 
Northern Trust Company 
of Chicago in a booklet by 
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All But Two Answered 
“VES!” 


I. AN “OPINION AUDIT” re- 
cently conducted by this Bank, over 1,000 cus 
tomers of all classes were asked this question 

“Have you found the services of The Old 

National Bank & Union Trust Com- 
pany as good as you expected?” 

To encourage frankness. those who answered 
were requested not to sign their names unless they 
wished to do so. Many of them did. Some went 
to the trouble of writing personal letters. 

Out of 421 answers only two were “No.” Six 
qualified their answers All the rest were unam 
mous in stating that they found the services of this 
Bank—in some cases over a long period of years— 
as good as they expected. “Yes, and better!” wasa 
frequent answer 

Naturally, we are grateful to those who re- 
sponded so frankly to our inquiry 


response to Quesnon No 2 will be discussed in the 
Spokesman: Review next Sunday 
Your comments on bank service are invited. 


The Old National Bank 
& Union Trust Co. 


There were two other questions asked 


of Spokane 


This testimonial advertisement attracts atten- 
tion by means of its interesting headline and 
attractive layout. 


that name, “leads, by well 
considered steps, to a defi- 
nite goal. The man who 
leads it has given thought to 
what he is to do. Chance 
is minimized in such a life; 
safeguards are emphasized. 
System and carefulness leave 
no room for carelessness or 
neglect. Such a life is led 
by successful men; but even 
they, in their eager occupa- 
tion, may overlook some 
items of advantage. It is 
our purpose to set down a 
rounded plan which such 
men may use for comparison 
with their own.” 


With this introduction, 
the book lists the claims of 
a wife, children, the special 
claims of girl and boy, the 
claims of the infirm and of 
the community, and then ex- 
plains a means of providing 
for these claims by a life in- 
surance trust, with a trust 
company as executor and 
trustee. The final step, 
says the booklet, is to fill 
out an enclosed postcard re- 
questing additional informa- 
tion, or to call for a personal 
interview. In addition to 
the postcard, a schedule of 
“Things to Consider in 


Planning Your Will” jg en. 
closed with the booklet. 

Excellent typography js 
brought out by the simple 
style of the booklet. It js 
printed in black on white 
paper. 


THE Dime Savings Bank of 
Detroit advertises its savings 
department in two interest: 
ing folders, both of which 
explain methods of accumu: 
lating that “first $1000.” 
The first folder presents the 
“Buy $1000” plan, which 
consists of systematic sav 
ing attractively presented as 
the instalment purchase of 
$1000. The second com: 
bines the “Buy $1000” plan 
with an automatic savings 
plan. By this means an in: 
itial deposit is made, and an 
authorization card signed, 
whereby the bank may trans 
fer the same amount each 
week or month from the 
depositor’s checking to his 
savings account. Both 
folders show payment plans 
for saving the $1000 in one, 
two, three or four years. 

The folders are printed in 
red and black and well de 
signed to attract and held 
interest. 


AN outline of the history of 
the Commerce Trust Com 
pany of Kansas City has 
been published in booklet 
form by that institution. It 
consists of a running story 
of the bank's organization 
and development and is 
illustrated by views of the 
bank’s former homes and 
its present building. Present 
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Experience 
JR experience tells you what your boy 
cannot know—the value of money saved. 
Teach him to spend his money in a bank. 
His first thousand dollars may mean a life- 
time of success. 


#7506 memsh eit oe bom 8100000 


The Royal Bank 
of Canada 


A human interest advertise- 

ment addressed to fathers 

effectively used by one of 
Canada's largest banks. 


oficers and directors of the 
bank are listed. 


[ILLUSTRATIONS with _ brief 
captions telling of individual 
incidents add interest to a 
booklet gotten out by the 
Guardian Trust Company 
of Cleveland, Ohio, on “The 
Scientific Care of Trust In- 
vestments.” 

The copy itself is general 
in character, but the various 
points made in the text 
proper are made personal by 
the illustrations and their ac- 
companying explanatory cap- 
tions. The booklet explains 
the “purposes and advan- 
tages of Guardian securities 
analysis service as applied to 
investments held in trust for 
customers of the bank.” A 
double-page spread tvontains 
a list of the “Eight Major 
Advantages of Guardian se- 
curities analysis service and 
scientific care of trust invest- 
ments.” The booklet is in 
black and white and the 


illustrations are reproduc- 
tions of line drawings. 


THE California Bank, Los 
Angeles, has published in at- 
tractive booklet form a list of 
the 150 largest “American, 
British, Colonial and Do- 
minion” banks, listed accord- 
ing to their deposits. The 
list is compiled annually by 
the bank and the present 
compilation is made from 
December 31, 1928, state- 
ments of American banks, 
and from the latest available 
statements: of the foreign 
banking institutions. 

A short analysis of the list 
is given at the close of the 
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booklet-—the number of 
American banks included as 
compared to the British, etc. 

The booklet is attractively 
gotten up and is printed in 
green. and black on white 


paper. 


A SOUVENIR booklet of the 
official opening of the new 
head office of the Govern- 
ment Savings Bank of New 
South Wales, Sydney, con- 
tains the program of the 
formal opening, and a com- 
plete description of the new 
banking quarters, which is 
profusely illustrated with 
pictures of the various de- 
partments of the bank. A 


NORTHWESTERN NATIONAL ‘BAN K 


ALP Uigted With 
The Minnesota Loan and Trust Company 


An old established Minneapolis bank takes advantage of 
the fiftieth anniversary of another business enterprise of 
that city to emphasize its own age and spirit of progress. 








? 
Visitors Crossing Our Threshold 
Are Warmly Welcome 








Central National Bank 


of vlan 





Seven words are sufficient to 

carry the message of a Cleve- 

land bank in this well planned 
advertisement. 


brief sketch of the bank’s 
history and activities is in- 
cluded, and this includes 
reproductions of various of 
the bank's branch offices, its 
former head offices, etc. 


AN unusually effective folder 
has been gotten out recently 
by the Northern Trust Safe 
Deposit Company of Chi- 
cago, called “If This Is the 
Case.” A_ grayish blue, 


A Pioneer In Progress | 

ORGANIZED in 1883 as the FIRST savings t 
bank in Lion county, this institution was O- 1 
neer. Today, the spirit of the pioncer © 
present, io heeping our service and organization 
in tune with the times, and in aiding in the pro- 
gress and growth of Cedar Rapids 


In 1927, we placed on the roof of our building 
one of the first sky signs in the United States to 
wide aviators "CEDAR RAPIDS AIR- 
IRT” in letiers 9 feet high, and an arrow 70 
feet long. pointing to the local airport 
Cedar Rapids is now on the air map of the 
United States. Mail planes will stop here regu- 
larly, beginning July 1h 
(Airplane views of Cedar Rapids are on 
display in our Third Avenue window 


and Trust Company 
‘Third Avenue At Third Serect 
Interest Paid on Savings Since 18833 
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rough, deckle edged paper 
has been used, with printing 
in a darker blue and black. 
On the cover, in addition to 
the title, is a sketch of a 
bungalow, equipped with a 
huge circular vault door in- 
stead of the usual entrance, 
and guarded by two watch- 
men. 

The copy begins: “If 
your home and office are 
surrounded by solid walls of 
concrete and steel three feet 
thick; if they have but one 
entrance and that a door 
weighing twenty-three tons 
and equipped with electric 
and time locking devices; if 
your home is guarded day 
and night — twenty-four 
hours; if each half hour of 
the night the patrol reports 
to a central office; if your 
valuables are all in one 
receptacle in such a home or 
ofice—then the safeguards 
we have to offer cannot 
interest ‘you. ‘a 


In a folder called “The 
Personal Side of a Life In- 





Interest Paid on Savihgs Since 1883 


surance Trust” the Chase 
National Bank of New 
York discusses the flexibility 
with which a trust fund 
may be administered by that 
institution and suggests that 
the reader send for a copy 
of the bank’s booklet, “Plan 
ning a_ Life Insurance 
Trust.” One part of the 
folder is in the form of a 
return postcard requesting 
this booklet. 

“Contrary to general im: 
pression,” says the folder, 
“putting funds in trust does 
not necessitate ‘tying up the 
money.’ In fact, the op 
posite is true—it assures 
lasting and intimate appli 
cation of this money to 
beneficiaries’ needs. 

“The income, of course, 
is paid to them; and if the 
one who establishes _ the 
trust wishes, he may em 
power the trustee to pay 
the beneficiaries part of the 
principal when it would 
seem to serve their best. in- 
terests. a 


«yr YOU will make up your mind now al- 
ways to finish every job you start you will 
make success & x 

So spoxe a father to his son—and this father 
knew for he has practiced what he preached 
with brilliant success. 

‘These w@rds ure never truer than in the sav- 
tng ot money. Decide what you want, what it 
costs and then “finish the job.” And you will 
find this a most helpful 


Copy and layout distinguish this series of advertisements of an Iowa bank. 














Resources over $300,000,000 
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NE of the many surprising 
vistas in the largest single 
banking room in the world — 


© 
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Che Chase National Bank 


of the City of New York 


Pine Street corner of Nassau 


Statement of Condition at close of Business December 31, 1928 


RESOURCES LIABILITIES 


Cash and Due from Banks.$ 552,895,125.64 Capital 

P ease ,802,438.13 Surplus 0 
San S88 See ee Undivided Profits 17,498,445.37 
U. 8. Government Secur.ties 167,047,962.27 Reserved for Taxes, Inter- 


Other Securities 38,096,725.23 est, etc. 1,556,278.96 
Bank Buildings 12,840,397.36 2. ‘192 2,100,000.00 
Redemption Fund—t, 8. D re 1,126,781,646.01 
ue 
Treasurer 124,875.00 Bank : 50,000,000.00 
Customers’ Acceptance ; P 2,473,100.00 
Liability —_ $72,059,168.19 pony le tel 
Less Amount in Portfolio 977,253.50 72,630,921.19 
in Portfolio 977,253.50 71,081,914.69 


a pies bea 36,804,664 
i w orsemen i, 664.80 
Other Assets 1,418,799.35 Other Liabilities 463,181.34 


$1,430,308,237.67 $1,430,308,237.67 


Board of Directors 


HENRY W. CANNON ALFRED P. SLOAN, JR. 

ALBERT H. WIGGIN President, General Motors Corporation 
Chairman of the Board ELISHA WALKER 

JAMES N. HILL President, Blair & Co., Inc. 


DANIEL ©. JACKLING MALOOLS G. CHACE 
resident, Utah Copper Co. THOMAS N. McCARTER 


CHARLES M. SCHWAB President, Public Service Corporation of 


Chairman, Board of Directors, Bethlehem New Jersey 
Steel Corporation ROBERT L. CLARKSON 


President 
SAMUEL H. MILLER 
Vice-President AMOS L. BEATY 


NEWCOMB CARLTON JOHN McHUGH 
President, Western Union Telegraph Chairman of the Executive Committee 
Company WILLIAM E. 8S. GRISWOLD 
FREDERICK H. ECKER Vice-President, W. & J. Sloane 
Vice-President, Metropolitan Life In- HENRY O. HAVEMEYER 
surance Company President, Brooklyn Eastern District 
EUGENE V. R. THAYER Terminal 
Chairman, Board of Directors, Punta L. F. LOREE 
Alegre Sugar Company President, The Delaware & Hudson Co. 
CARL J. SCHMIDLAPP THEODORE PRATT 
Vice-President ROBERT C. PRUYN 
GERHARD M. DAHL President, National Commercial Bank & 
Chairman, Board of Directors, Brooklyn- Trust Company, Albany, N. Y. 
Manhattan Transit Corporation SAMUEL F, PRYOR 
REEVE SCHLEY Chairman of the Executive Committee, 
Vice-President Remington Arms Company, Inc. 
H. WENDELL ENDICOTT FERDINAND w. ROEBLING, JR. m 
JEREMIAH MILBANK enue a: ie A. Roebling’s Sons Co. 
HENRY OLLESHEIMER Chairman, Board of Directors, American 
Vice-President Sugar Refining Company 
ARTHUR G. HOFFMAN 
FRANCIS H. BROWNELL 
Vice-President, The Great Atlantic & Vice-President, American Smelting & 
Pacific Tea Co. of America Refining Company 


F. EDSON WHITE JAMES T. LEE 
President, Armour & Co. Vice-President 


TWIN 
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WHAT BANKS AND BANKERS 
ARE DOING 


ARTHUR N. HAZELTINE has been elected 
a vice-president and trust officer of the 
Fidelity Trust Company of New York. 
Mr. Hazeltine is a vice-president and 
director of the Montclair Trust Com- 
pany, Montclair, N. J., and a director 
of the Peoples National Bank of Mont- 
clair. He entered the banking business 
with the Knickerbocker Trust Company 
in 1901 and soon after this bank was 
merged with the Columbia Trust Com- 
pany in 1912, Mr. Hazeltine was made 
an assistant trust officer. He was elected 
an assistant vice-president of the Irving 
Bank in 1923, following its merger with 
the Columbia Trust Company, and as- 
sumed his position in Montclair in 1927. 


Dr. RALPH E. BADGER, a _ recognized 
authority ,on security analysis, has been 


© BACHRACH 
Dr. RALPH E. BADGER 


Newly elected vice-president of the 
Union Trust Company of Detroit. 


elected a vice-president of the Union 


Trust Company of Detroit. He will 
have charge of the security analysis and 


statistical department. Dr. Badger is 
author of two books on the subject of 
investment, The Valuation of Industrial 
Securities and Investment Principles and 
Practice, both of which are recognized 
as authoritative texts on investment. 
He has also written many articles on 
economics. 

Dr. Badger has been head of the 
economics department of Brown Uni- 
versity, Providence, R. I. 


PauL C. Casot has been elected to the 
board of directors of the Lee, Higginson 
Trust Company of Boston. He is presi- 
dent of the State Street Research & 
Management Corporation of that city. 


Junius B. CLose has been elected a 
vice-president of the Bankers Trust 
Company of New York. He will as- 
sume his duties about the middle of 


May. 


MorToN WADDELL has been elected 
vice-president of the International Ger- 
manic Trust Company of New York, 
to have charge of the company’s 
Madison avenue branch. 


Harotp C. Knapp, vice-president and 
trust officer of the Fidelity Trust Com- 
pany of New York, has resigned to 
become associated with Manufacturers 
Trust Company of New York. 


E. S. Woos.ey has been elected a vice: 
president of the First National Bank and 
the Kentucky Title Trust Company of 
Louisville, Ky. He will be in charge 
of the six branches which the First Na’ 
tional operates in Louisville. 


WILLIAM S. SHIELDS, formerly presi- 
dent, has been elected chairman of the 
board of the City National Bank of 
Knoxville, Tenn. Cowan Rodgers, 
formerly vice-president, succeeds Mr. 
Shields as president. 
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M. S. HALLIDAY, manager of the Union 
Trust building, Cleveland, Ohio, has 
been promoted from the office of as 
sistant vice-president to that of vice- 
president of the Union Trust Company. 


M. S. HALLIDAY 


Recently appointed vice-president of 
the Union Trust Company of Cleve- 
land. 


Mr. Halliday formerly practiced law 
in Ithaca, N. Y., and was later district 
attorney of Tompkins County, N. Y., 
and New York Senator. Upon leaving 
the army Mr. Halliday joined the Union 
Trust as secretary of the building com- 
mittee and has been in that department 
since. He is now in charge of the rental 
and operation of the Union Trust build- 
ing. 


Craup L. CHILTON, vice-president of 
the Harvey Blodgett Company, financial 
advertising company of New York, died 
recently at his home in Mount Vernon, 
N. Y. Chilton entered the banking 
world as a teller and later advertising 
manager of the First National Bank of 
Montgomery, Ala. After a brief con- 
nection with the Harvey Blodgett Com- 
pany, he joined the Barron G. Collier 
Company, where he devoted himself to 
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bank and trust company advertising, 
He rejoined the Harvey Blodgett Com- 
pany in May, 1928. 


Lestig G. McDouatt, formerly as- 
sistant trust officer, has been elected 
associate trust officer of the Fidelity 
Union Trust Company of Newark, N. 
J. The new position has just been 
created, and Mr. McDouall is the first 
person to hold it. Mr. McDouall is a 
member of the insurance trust commit- 
tee of the American Bankers Associa- 
tion, having held the position since the 
formation of the committee. He is one 
of the pioneers in the insurance trust 
field and has spoken at banking and in- 
surance meetings in more than fifty cities 
of the United States. 


WILLIAM R. FRASER, general manager 
of the Harold Lloyd Corporation since 
1922, has been elected a vice-president 


WILLIAM R. FRASER 


General manager of the Harold Lloyd 

Corporation, who has been elected a 

vice-president of the California Na- 
tional Bank, Beverly Hills. 


of the California National Bank, Beverly 
Hills. Mr. Fraser has served on the 
board of directors of both the Cali- 
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fornia Trust Company of Los Angeles 
and the First National. He is a director 
in the Association of Motion Picture 
Producers, and vice-president and di- 
rector of the Central Casting Corpora- 
tion. Since 1922 he has directed the 


financial affairs of Harold Lloyd as well 
as of the Lloyds organization. 


JoHN J. CREED has joined the business 
extension department of the Seaboard 
National Bank of New York, going 
from the Bank of America, New York, 
with which he has been associated for 
the last year. Prior to that time Mr. 
Creed spent fifteen years with the Irv- 
ing Trust Company and during the last 
years of that period spent much of his 
time in business development work. He 
is well known to bankers in Pennsyl- 
vania and Ohio, where he traveled as a 
representative of the Irving Trust. 


GENERAL MOTORS ACCEP- 
TANCE ANNUAL STATE- 
MENT 


ToTtaL volume of business of General 
Motors Acceptance Corporation for the 
year ended December 31, 1928, was 
$967,675,575, an increase of $124,855,- 
698, or 14.8 per cent. over the previous 
year, according to the report of the 
president, Curtis C. Cooper. Cash and 
receivables total $378,031,493, repre- 
senting 96.8 per cent. of total assets. 
Borrowings and discounts aggregate 
$294,215,137. Capital stock and surplus 
accounts reflect the acquisition of addi- 
tional capital funds, in December, 1928, 
through the sale of an additional 50,000 
shares of stock to General Motors Cor- 
poration at $125 a share, increasing 
capital to $40,000,000 and surplus to 
$10,000,000. 

After making all allowances and de- 
ductions, including credit losses, taxes, 
reserves and accrued interest on in- 
debtedness, net profit from operations 
for the year 1928 amounted to $10,370,- 
453. This includes dividends from sub- 
sidiary operations, but does not include 


accrued profits from revaluation of in- 
vestments. 


Total capital funds employed during 
the year (capital stock, surplus and un- 
divided profits) averaged $55,689,237. 
Net profit was therefore 18.62 per cent. 
cn average capital funds employed and 
1.07 per cent. on business volume. This 
compares with the return of 19.04 per 
cent. on capital funds and 1.02 per cent. 
on volume in 1927, and with an average 
return for the previous five years of 
18.57 per cent. 

Dividends paid in 1928 amounted to 
$6,650,000, leaving a net addition to 
undivided profits, out of earnings, of 
$3,720,453. The undivided profits ac- 
count is also benefited by the revaluation 
of investments, before mentioned, to the 
extent of $2,112,805, resulting in a total 
addition to undivided profits of $5,833,- 
258. 


Don KNOWLTON 


Publicity manager of the Union Trust 

Company of Cleveland, who has been 

elected president of the Cleveland 

Chapter, Financial Advertisers Asso- 
ciation. 


FRENCH AMERICAN CORPORA, 
TION STATEMENT 


STATEMENT of the French American 
Banking Corporation, New York, as of 
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December 31, 1928, shows capital of 
$2,000,000, surplus of $2,500,000, un- 
divided profits of $503,012, deposits of 
$47,108,104 and total resources of 
$75,233,970. 


STABLE MONEY ASSOCIATION 
ELECTS OFFICERS 


New officers elected at a recent meeting 
of the Stable Money Association include 
Francis H. Sisson, vice-president of the 
Guaranty Trust Company of New 
York, who was elected treasurer; 
Charles W. Birtwell, secretary; and 
Norman Lombard, formerly executive 


[©] BLANK-STOLLER 
Francis H. Sisson 
Vice-president the Guaranty Trust 
Company of New York, who has 
recently been elected treasurer of the 
Stable Money Association. 


director, who was chosen executive vice’ 
president and chairman of the admin- 
istrative committee. 

The president and vice-presidents re- 
main unchanged. They are: President, 
Edwin W. Kemmerer, now in China on 
a mission of monetary stabilization for 
that country; vice-presidents, Frederic 
A. Delano, deputy chairman of the 
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Federal Reserve Bank of Richmond, 
Va., and Henry A. Wallace, editor of 
Wallace’s Farmer, of Des Moines, Iowa. 


BANKERS TRUST TO SPLIT 
STOCK 


THE board of directors of the Bankers 
Trust Company of New York has rec- 
ommended that the par value of shares 
of the company’s capital stock be re- 
duced from $100 to $10 each, by means 
of which each holder of one share of 
present stock would be entitled to ten 
shares of the new stock. A _ special 
meeting of stockholders will be held this 
month to vote on the plan. There are 
now 250,000 shares of stock outstand- 
ing, which would be increased to 2,500, 
000 by the split-up. 


NEW YORK TRUST APPROVES 
CAPITAL INCREASE 


STOCKHOLDERS of the New York Trust 
Company have approved an increase in 
capital stock from $10,000,000 to $12,- 
000,000, with a reduction in par value 
of stock from $100 to $25. The new 
stock will be exchanged at a rate of four 
shares for each old share outstanding. 


CLEVELAND TRUST LOCATES 
FIFTY-FOURTH OFFICE 


THE fifty-fourth office of the Cleveland 
Trust Company will be located in the 
Van Sweringen’s Terminal Tower 
Group, where the bank has signed a 
lease for a portion of the ground floor 
space in the Medical Arts building, now 
under construction. 

The bank will occupy approximately 
6000 square feet in the northeast corner 
of the building with a fifty-one foot 
frontage on Ontario street and 107 feet 
on the new Prospect avenue. The bank: 
ing room will be rectangular in shape 
with entrances on both streets and from 
the lobby of the building. Access to 
the railroad concourse will be by means 
of underground ramps. 

The plans call for from twelve to 
sixteen tellers’ cages, a large vault with 





Trust, Commercial, Investment 


Besa Plaza Trust Company offers every facility for 
the conduct of all phases of the trust business 
and commercial banking. Expert investment advice 
will be available to the bank’s clients through the 
Plaza Investing Corporation, an affiliated company. 


CAPITAL $2,000,000 


Plaza Srus 
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SURPLUS $1,000,000 


t Company 


C 


Fifth Avenue at Gifty Second Street 


New York 


Michael H. Cahill, President 


complete safe deposit facilities and 
coupon rooms and quarters for two 
executive offices. Fixtures will be 
marble, bronze and walnut. The 
branch will offer complete banking 
service in savings, commercial, invest- 
ment, trust and other departments. 


STERLING NATIONAL TO OPEN 
THIS MONTH 


THE Sterling National Bank and Trust 
Company of New York will open the 
latter part of this month in the Chanin 
building, Lexington avenue at 42nd 
street. Capital of the bank will be 
$1,500,000, surplus $1,500,000 and re- 
serve $900,000. The capital was over- 
subscribed twenty-two times. The $25 
par value shares were sold at $65 sub- 
scription price and are already selling 
at $150. 

Joseph Brown, formerly vice-president 
of the Bank of United States, is presi- 
dent of the new bank, and Charles H. 
Hotiman is cashier. Directors are: 

Oscar Abel, vice-president Consoli- 
dated Retail Stores; Abraham Bricken, 


president Bricken Construction and Im- 
provement Corporation; Joseph Brown, 
president; Morris Eder, Samuel H. Gold- 
ing, Michael Hollander, A. Hollander & 
Son, Inc.; Henry Homes, Homes & 
Davis; Julius Klorfein, Garcia Grande 
Cigars; Arthur M. Lamport, A. M. 
Lamport & Co.; Walt. E. Leonard, presi- 
dent Leonard-Fitzpatrick-Mueller Stores 
Company; Irving I. Lewine; Isaac Lieber- 
man, Arnold, Constable & Co.; Frank 
Murray, treasurer the Hilton Company; 
Sydney T. Perrin, W. L. Perrin & Son; 
David V. Picker, Loew’s, Inc.; Samuel 
Raisler, president Raisler Heating Com- 
pany; Lee Shubert, president Shubert 
Theatrical Corporation; Peter M. Speer 
Standard Oil Company of New York; 
Harry Thoens, Thoens & Flaunlacher, 
Inc. 


FIDELITY-PHILADELPHIA TRUST 
STATEMENT 


NET profits of the Fidelity-Philadelphia 
Trust Company, Philadelphia, for the 
year ended December 31, 1928, 
amounted to $2,547,155. From these 
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A National Name 


Seven thousand banks throughout the country have 
included G M A C short term notes in their portfolios. 






These notes are direct obligations of a national institu- 
tion and are available in convenient maturities and 


denominations at current discount rates. 


GENERAL MorTors 





ACCEPTANCE CORPORATION 


OFFICES IN 


CAPITAL, SURPLUS AND UNDIVIDED PROFITS 






earnings were paid four quarterly divi- 
dends of 6 per cent., amounting to $1,- 
608,000. From the undivided profits 
account $100,000 was transferred to 
reserve fund for furniture, equipment 
and moving, making the undivided 
profits account $4,572,179, a gain for 
the year of $692,823. 

Deposits as of December 31 were 
$94,132,630, a gain for the year of more 
than three million. Capital of the bank 
is $6,700,000, surplus $21,000,000, and 
total resources $135,783,041. 


CITIZENS AND SOUTHERN 
PROMOTIONS 


PROMOTIONS of officers of the Citizens 
and Southern National Bank, Sa- 
vannah, Ga., have been announced as 
follows: Frank B. Vincent, formerly 
assistant vice-president, and Henry M. 
Garwes, cashier, have been elected vice- 
presidents. Albert C. Kline, Jr., as- 
sistant cashier, has been made cashier. 
Compton H. Usina, of the credit de- 
partment, has been made an assistant 
cashier; and Horace H. Morgan, private 
666 


PRINCIPAL 


Executive Office ~ BROADWAY at 57TH STREET -- New York City 


CITIES 


OVER $45,000,000 


secretary to Mills B. Lane, chairman of 
the board, has been appointed assistant 
to the president. 


GOLDMAN SACHS DECLARES 
100 PER CENT. DIVIDEND 


As a preliminary to merging with the 
Financial and Industrial Securities Cor- 
poration, Goldman Sachs Trading Cor- 
poration of New York has declared a 
100 per cent. stock dividend on its 
1,125,000 outstanding shares of capital 
stock. The Goldman Sachs Trading 
Corporation, which was formed only 
last December, is a creation of the stock 
exchange firm of Goldman, Sachs & Co., 
which for many years has been the 
banker for major industrial concerns 
throughout the country. The merger 
will unite $244,000,000 of capital funds. 


GENERAL MOTORS OVERSEAS 
SALES GROWING 


Durinc the year 1928 General Motors 
sales to overseas automobile dealers 
amounted to 282,157 cars, as compared 
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with 193,830 cars for the previous year, 
or an increase of 45.6 per cent. Sales 
in the fourth quarter of 1928 amounted 
to 71,867 cars, an increase of 36.9 per 
cent. over the corresponding period in 
1927. The fourth quarter was in- 
fluenced by model changes in several 
cars and the first quarter of 1929 is ex- 
pected to show a considerable increase 
over the first quarter of 1928. 


CHICAGO CHAPTER, A. I. B., 
GUESTS AT STUDEBAKER 
FACTORY 


Four hundred members of Chicago 
Chapter, American Institute of Banking, 
were guests of the Studebaker Corpo- 
ration at South Bend, Ind., on Washing- 
ton’s birthday. A special train was pro- 
vided from Chicago to South Bend, 
where a fleet of automobiles took the 
party to the Studebaker proving ground. 
After an inspection there the bankers 
were shown through the body plants 
and the chassis division of the Stude- 





Members of the Chicago Chapter American Institute of Banking at lunch in the 


baker factory. Trips were also made to 
other places of interest in the city, in- 
cluding Notre Dame University. Floyd 
L. Wohlwend of the Chicago Trust 
Company headed the trip. He was 
aided in planning the trip by Dr. C. A. 
Lippincott, head of Studebaker’s co- 
operative department. 


PANAMA TRUST TO INCREASE 
CAPITAL 


THE stockholders of the Panama-Ameri- 
can Trust Company have voted on a 
split-up of stock from $100 par value 
to $10, and an increase in capital. The 
new shares will be sold at $20 each, $10 
of which will go to capital and $10 to 
surplus. 

The company has bought the bank 
building at Central avenue and Ca- 
thedral Plaza, Panama City, formerly 
occupied by a branch of the National 
City Bank of New York. The organiza- 
tion will have ten directors from New 
York and five from Panama. Agencies 
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dining hall of Studebaker’s Administration building, South Bend, Ind. The bankers 
were guests of the Studebaker Corporation. 











The Reward of Service 
Is Growth 


Resources over $50,000,000.00 


FRANKLIN TRUST 


COMPANY 


Chestnut at \ 


52nd & Market Sts. 
Front & Market Sts. 


/ 15th Street 


5708 Germantown Ave. 
Frankford Ave. & Paul St. 


PHILADELPHIA 


are to be established later in Washing- 
ton and New York. 


COUNTY TRUST CAPITAL 
INCREASE APPROVED 


STOCKHOLDERS of the County Trust 
Company of New York have approved 
an increase in the bank’s capital from 
$1,000,000 to $4,000,000 by the issue 
of 30,000 new shares of $100 par value. 
Of the 30,000 shares to be issued, 277,000 
will be issued at $200 a share, to which 
stockholders will be entitled to subscribe 
at the ratio of 2.7 new shares for each 
share now held. The remaining 3000 
shares will be held by the trustees for 
the benefit of officers and employes of 
the company. 


SECOND INTERNATIONAL SE- 
CURITIES EARNINGS 


ANNUAL report of the president, Leland 
Rex Robinson, of the Second Interna- 
tional Securities Corporation, Jersey 
City, for the year ended November ‘30, 
1928, showed gross income of $2,391,- 
668 


586, as compared with $1,106,672 for 
the previous year. Dividends were in 
augurated on the Class A common stock 
on April 1, 1928, at the annual rate of 
$1.50 a share. The dividends paid 
were earned 5.85 times, taking all earn- 
ings applicable to the common stocks as 
available for the Class A dividends. No 
dividends were paid during the year 
on the Class B stock. After allowing 
for $2.50 per share on the Class A stock, 
$1.05 per share was earned on the Class 
B stock. 

The average aggregate net debenture 
and share capital and paid-in surplus 
during the year was $19,697,867, accord- 
ing to the report. The rate of gross 
earnings on this figure was 12.14 per 
cent. The average net common share 
capital and paid-in surplus was $4,840, 
023. The rate of net earnings thereon 


“was 21.11 per cent. 


DETROIT MERGER GOES INTO 
EFFECT 


Booxs of the National Bank of Com: 
merce and the Griswold-First State 
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Bank, of Detroit, were consolidated at 
the close of business February 28, 
carrying into effect merger plans an- 
nounced last fall. The two banks will 
operate hereafter as the National Bank 
of Commerce. 

The board of directors of the new 
combination will be a composite board, 
selected from the directorate of both 
banks. The new institution will have 
$5,000,000 capital, $6,000,000 surplus 
and $1,000,000 in undivided profits. 

Both banks continued to do business 
until April 2 in their present buildings, 
although operating with one set of 
figures. On April 2 they moved to 
quarters in the new forty-story Union 
Trust building. 

The Griswold-First State Bank was 
formed by a merger of the Griswold 
National Bank and the First State Bank 
in 1927. The First State Bank was one 
of the oldest banks in Detroit and was 
founded in 1853; the Griswold National 
Bank was founded in 1925. The Na- 
tional Bank of Commerce was founded 
in 1907. 


FIRST NATIONAL OF CHICAGO 
TO INCREASE CAPITAL 


A MEETING of the stockholders of the 
First National Bank of Chicago will be 
held April 8 to vote on a plan to in- 
crease the capital stock of the bank from 
$24,000,000 to $25,000,000 by offering 
each stockholder the right to subscribe 
for one additional share of stock for 
every twenty-four shares of stock out- 
standing. The subscription price will 
be $600 for each additional share and 
the total subscription $6,000,000, of 
which $1,000,000 will be added to 
capital and $5,000,000 to increase the 
capital and surplus of the First-Chicago 
Corporation. 


CENTRAL NATIONAL COMPANY 
ELECTIONS 


C. E. Suttivan, president of the Central 
National Bank of Cleveland, has been 
elected president of the newly organized 
investment affiliate, the Central National 


Company. Members of the board in- 
clude E. S$. Burke, Jr.; R. M. Calfee, 
of the law firm of Calfee, Fogg & 
White; G. G. G. Peckham, president 


Among the 600 Yeo- 
equipped Banks: 


4th National Bank, Montgomery, Ala. 

State National Bank, Texarkana, Ark. 

California National Bank, Sacramento, Cal. 

Imperial Bank of Canada, Toronto, Can. 

First National Bank, Loveland, Col. 

The Thames Nat'l Bank, Norwich, Conn. 

Federal-American National Bank, Washing- 
ton, B.. C. 

First Security Bank, Pocatello, Idaho. 

Lincoln Trust & Savings Bank, Chicago, Il. 

Citizens National Bank, South Bend, Ind. 

American Com’'l & Savings Bank, Daven- 
port, Iowa 

American Bank & Trust Co., New Orleans, La, 

Fall River National Bank, Fall River, Mass. 

Griswold-First State Bank, Detroit, Mich, 

Merchants National Bank, St. Paul, Minn. 

St. Louis National Bank, St. Louis, Mo. 

First National Bank, Omaha, Neb. 

Victory Trust Co., Camden, N. J. 

Corn Exchange Bank (66), New York, N. 

Wachovia Bank & Trust Co., Raleigh, N. 

Den Norske Creditbank, Oslo, Norway 

First National Bank, Canton, Ohio 

Exchange National Bank, Tulsa, Okla. 

Jackson County Bank, Medford, Oregon 

Fidelity-Philadelphia National Bank, Phila- 
delphia, Pa. 

Dallas National Bank. Dallas, Texas 

Utah State Bank, Salt Lake City, Utah 

Central National Bank, Richmond. Va. 

First Huntington Nat’l Bank, Huntington,Va. 

First National Bank, Yakima, Wash. 

First National Bank of Madison, Madison, 
Wis. 


Why not add YOUR Bank’s name 
to this list? 
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Order NOW for Immediate Delivery 


Ajax Time Stamp Co., 354 Broadway, N. Y. 


of the Ohio Buick Company; R. A. 
Wilbur, vice-president of the Herrick 
Company and president of the Invest- 
ment Bankers Association; and W. G. 
Wilson, Ohio manager of the Aetna 
Afhliated Companies, all of whom are 
also directors in the bank. In addition 
there are Mr. Sullivan, president of the 
bank and investment company; E. S. 
Hanson, A. M. Corcoran and R. A. 
Bishop, the latter three vice-presidents 
in both bank and investment company. 
Hall Kirkham, of the bank’s investment 
department, has been elected secretary- 
treasurer of the company. 
Headquarters of the company are to 
be in the building owned by the bank 
at 308 Euclid avenue. The company 
begins business with $1,000,000 voted 
recently by stockholders of the bank. 


MINNESOTA BANKS MERGE 


THE First National Bank and the 
American Exchange National Bank, two 
of the oldest and largest banks in 
Duluth, Minn., will be merged into an 
institution with resources of $40,000,- 
670 


000, and to be known as the First & 
American National Bank. The merger 
is expected to become effective the 
middle of this month. 

The new institution will have a capi- 
tal structure consisting of $3,000,000 of 
capital stock divided into 120,000 shares 
of $25 par value, $2,000,000 surplus 
and $1,000,000 undivided profits. It 
will be headed by David Williams as 
chairman; Isaac S. Moore, president; and 
Philip L. Ray, executive vice-president. 

In connection with the merger, an 
investment company, to be known as 
the First National Duluth Company, 
will be organized to take over the 
business of the bond departments of 
both banks. It will have a capital of 
$1,000,000. 


STATE NATIONAL JOINS ST. 
LOUIS MERGER 


THE State National Bank, second oldest 
banking institution in St, Louis, has 
joined the Mississippi Valley Trust 
Company and the Merchants-Laclede 
National Bank, which were recently 
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1026 Rooms at Most 


Here in the center of all 


activities is Hotel La Salle. 
Five famous restaurants — 


garage in connection. Big- 
gest Hotel Value in Chicago. 
Next time stop at the La Salle. 


La Salle at Madison Street 

Fixed-Price Meals 
Breakfast ... . 
Luncheon 85c 
Dinner . $1.00—$1.25—$1.50 
Sunday Dinner o «te 


ERNEST J. STEVENS 
President 


merged. The three banks will have 
resources of $100,000,000 and $9,600,- 
000 in capital, surplus and undivided 
profits. The new bank will be called 
the Mississippi Valley Merchants State 
Trust Company and will occupy the 
enlarged quarters of the Mississippi 
Valley and Merchants-Laclede on Fourth 
Street. 


MANUFACTURERS INCREASES 
DIVIDEND RATE 


THE board of directors of Manufac- 
turers Trust Company of New York, has 
declared a quarterly dividend of 6 per 
cent., or $1.50 per share, payable April 
1 to stockholders of March 15. This 
makes the annual rate 24 per cent., as 
compared with 20 per cent. previously 
paid by the institution. 
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Hotel Ia Salle. 
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DAHLBERG CORPORATION 
FORMED 


AN investment trust to be known as the 
Dahlberg Corporation of America has 
been organized by B. G. Dahlberg, 
president of the Celotex Company of 
Chicago, to invest in Celotex and other 
Dahlberg industries. The company has 
an authorized capital of $11,000,000, 
of which $1,000,000 has been sub- 
scribed. 

Associated with Mr. Dahlberg are 
William J. Tully, Roy H. Goddard, 
chairman of Simmons Hardware Com- 
pany; Willis H. Booth, vice-president 
of the Guaranty Trust Company of 
New York; Julian M. Gerard, president 
of the International Germanic Trust 
Company of New York; William H. 
Crocker, president Crocker First Na- 
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tional Bank, San Francisco; G. L. East- 
man, president Los Angeles Chamber of 
Commerce; Ellery C. Huntington, Jr.; 
Alexander Whiteside; Henry W. Lowe, 
vice-president Standard Insurance Com- 
pany; Thomas A. Burt, chairman Urbana 
Banking Corporation and vice-president 
Celotex Company; and others. 


BROOKLYN MERGER EFFECTIVE 


THE merger of the Mechanics Bank of 
Brooklyn, N. Y., with the Brooklyn 
Trust Company became effective Febru- 


GeorGe V. McLauGHLIN 
President of the Brooklyn Trust Com- 
pany, Brooklyn, N. Y., which has 
recently taken over the Mechanics 

Bank of Brooklyn. 


ary 8, resulting in an enlarged institu- 
tion with capital and surplus of $30,- 
000,000 and resources of more than 


$145,000,000. Edwin P. Maynard is 
chairman of the board; Harry M. De- 
Mott, vice-chairman; and George V. 
McLaughlin, president. 

The Brooklyn Trust Company now 
has twenty offices in New York and 
Brooklyn. 
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NATIONAL CITY BUYS THIRD 
AVENUE CORNER 


THE National City Bank of New York 
has bought the northwest corner of 
Third avenue and 72nd street, consisting 
of a three-story and a five-story building 
fronting 100 feet on the street and fifty. 
two feet on the avenue. The bank plans 
to occupy most of the ground floor for 
a banking room, with safe deposit vaults 
in the basement. 


A. B. A. BRIEF OPPOSES CHANGE 
IN BANK TAX LAW 


THROUGH its special committee on Sec: 
tion 5219 United States Revised Stat- 
utes, the American Bankers Association 
has issued a brief in booklet form in 
opposition to further amendment of 
that statute, presenting a comprehensive 
review of state taxation of national 
banks. The brief was prepared by 
Philip Nichols of Boston, the commit- 
tee’s attorney, in association with 
Thomas B. Paton, general counsel of 
the association; George Wharton Pep: 
per, counsel Philadelphia Clearing-house 
Association; Martin Saxe, counsel 
New York Bank Tax Committee; and 
Arthur W. Fairchild, counsel Wis 
consin Bankers Association, all of 
counsel. 

The special committee is as follows: 
Charles P. Blinn, Jr., Philadelphia, 
chairman; Thornton Cooke, Kansas 
City, chairman committee on taxation, 
A. B. A.; M. R. Sturtevant, St. Louis, 
chairman committee on Federal legisla 
tion, A. B. A.; William S. Irish, Brook: 
lyn, N. Y., chairman committee on state 
legislation, A. B. A. Copies of the 
booklet can be obtained from the general 
counsel at association headquarters in 
New York City. 


CITIES SERVICE REPORTS 
RECORD EARNINGS 


BotH yearly and monthly earnings 
records were broken by Cities Service 
Company when net earnings for Janw 
ary reached $3,294,338 and for the 
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twelve months ended January 31 were 
$34,076,345. 

Cities Service Company’s net earnings 
for the twelve months ended January 
31, 1929, were equal to more than eight 
times the interest and discount on its 
debentures. Net to stock and reserves 
amounted to $29,868,249 or 4.41 times 
preferred dividends. Net to common 
stock and reserves amounted to $23,- 
098,880 or 23.84 per cent. on the 
average amount of common stock out- 
standing, $4.76 per $20 par value share. 
This is also a new record, and an in- 
crease of $706,864 over the correspond- 
ing period a year ago. 

Coincident with the publication of its 
earnings statement, Cities Service Com- 
pany announced regular monthly divi: 
dends of one-half of 1 per cent. in cash 
and one-half of 1 per cent. in stock on 
the common stock and fifty cents on the 
preferred and preference “BB” stocks 
and five cents on the preference “B” 
stock, all payable April 1, to stock- 
holders of record March 15. 


JERSEY CITY BANKS UNITE 


Directors of the Commercial Trust 
Company and of the Mercantile Trust 
Company, both of Jersey City, N. J. 
have voted to merge the two institutions 
under the name of the former. Under 
the plan of the merger, the present office 
of the Mercantile at 186 Newark avenue 
is to be continued as a branch office of 
the Commercial Trust. Several of the 
directors of the Mercantile, including 
Joseph G. Shannon, president, will be- 
come directors of the Commercial Trust. 

On December 31 the Commercial 
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THOMAS BLAKE, Secretary 
ALBERT I. TABOR, Assistant Secretary 
CLARENCE E. TOBIAS, Assistant Secretary 
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Trust reported surplus of $5,500,000, 
undivided profits of $858,282, deposits 
of $63,480,243 and resources of $73,- 
474,728. The Mercantile statement 
showed surplus of $100,000, undivided 
profits of $50,000, deposits of $9,932,- 
978 and total resources of $10,684,680 


SYRACUSE BANKS COMBINE 


THE First Trust & Deposit Co., of 
Syracuse, N. Y., has bought the assets 
of two smaller banks of that city, the 
Third National and the Liberty Na’ 
tional, the acquisition of which gives the 
First Trust & Deposit resources of $76,’ 
000,000, with capital of $3,600,000. 
Albert B. Merrill is president of the 
bank. 

The Third National was one of the 
oldest banks in the city, having opened 
in 1864 to carry on the business of the 
Bank of Salina, whose charter, issued in 
1832, expired under the safety fund 
system in 1864. The Third National at 
the time of the merger had capital of 
$300,000 and assets of nearly $6,000,- 
000. 

The Liberty National was organized 
in 1922 with a capital of $200,000, 
which was increased to $400,000 
recently. Its resources were $5,600,000. 


GUARANTY-COMMERCE MERG- 
ER TO BE VOTED ON IN MAY 


STOCKHOLDERS of the Guaranty Trust 
Company and the National Bank of 
Commerce, New York, will vote next 
month on the contemplated merger of 
the two banks into a banking institution 
with resources of approximately $2,000,- 
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000,000. The bank will be called the 
Guaranty Trust Company. 

The National Bank of Commerce 
will be converted into a state institution 
and will increase its capital $5,000,000 
before the merger, according to a letter 
to stockholders. An additional 300,000 
shares of Guaranty Trust are to be voted 
for exchange on a share for share basis 
for National Bank of Commerce stock- 
holders. 

Surplus and profits of the two banks, 
as of February 28, are $23,875,225, 
which, together with capital of $70,- 
000,000 and surplus of $90,000,000, 
will give the Guaranty total capital 
funds of $183,875,225. This surplus 
figure indicates current earnings for the 
two banks for the first two months of 
1929 of $2,202,886. 


INTERNATIONAL MANHATTAN 
COMPANY FORMED 


IN connection with the affiliation plan 
of the Bank of the Manhattan Company 
and the International Acceptance Bank, 


Inc., of New York, the International 
Manhattan Company has been organized 
to “transact a general securities business 
and take over and carry on the activi- 
ties of this nature hitherto conducted by 
International Acceptance Bank, Inc., 
and Bank of the Manhattan Company.” 
James P. Warburg, formerly of Inter- 
national Acceptance Bank, Inc., is presi’ 
dent of the company, and directors are 
J. Stewart Baker, Stephen Baker, F. 
Abbot Goodhue, P. A. Rowley, James 
P. Warburg and Paul M. Warburg. 
The main office of the company is at 
52 Cedar street but its services are avail- 
able at all of the sixty-two offices of the 
Bank of the Manhattan Company. 
The Bank of the Manhattan Com: 
pany has recently voted an increase in 
capital from $16,000,000 to $22,250, 
000, the new stock to be issued in ex- 
change for stock of the International 
Acceptance Bank, Inc. The two banks 
will continue to operate separately but 
under unified direction. Three direc- 
tors of the Bank of Manhattan have 
been elected to the board of Interna- 
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tional Acceptance, namely, J. Stewart 
Baker, P. A. Rowley and George Zab 
riskie. Mr. Baker has been made vice- 
chairman of the board. The business of 
the International Acceptance Trust 
Company will in due time be taken over 
by the Bank of Manhattan. 


SHAWMUT ASSOCIATION’S 
FIRST REPORT 


MarKET value of the securities held by 
the Shawmut Association, Boston, on 
December 31, 1928, exceeded the cost 
by $700,053, according to the first re- 
port of the association, which was 
organized last May at the instance of 
the National Shawmut Bank of Boston. 
The initial paid-in capital was $8,150, 
000. 

Based on market values, the net 
liquidating value on December 31 was 
$22.43 a share, or an increase of 10.1 
per cent. above the amount per share 
received by the association on June 12, 
1928, the date the association's capital 
was paid in. The capital consists of 
400,000 no-par common shares. 

From June 12 to December 31 
net earnings, including profits taken, 
amounted to $204,358, after organiza- 
tion expenses and full reserve for taxes, 
of which $80,000 was paid in dividends 
and $124,358 was carried to surplus. 
Since December 31, but prior to the 
date of the issuance of this report, addi- 
tional profits of more than $190,000 
have been realized from the sale of se 
curities, despite which the excess of 
market values over cost of securities is 
now greater than it was at the end of 
1928. 


COMMERCIAL NATIONAL HAS 
RECORD DEPOSITS 


Deposits of the new Commercial Na’ 
tional Bank and Trust Company of New 
York, which opened for business in 
January, were reported as $33,071,000 
as of the first week in March. This is 
thought to be a record for deposits of 
a two-months’ old institution. The 
bank’s capital and surplus are each 
$7,000,000. 
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ST. PAUL BANKS MERGE 


Directors of the First National Bank 
and of the Merchants National Bank, 
both of St. Paul, have approved a con- 
solidation of the two banks into an 
institution to be known as the First 
National Bank of St. Paul. 

The enlarged bank will have a capital 
of $5,000,000, surplus of $4,000,000 
and undivided profits of $1,000,000. 

The plan also includes the erection of 
a sixteen-story building at Fourth and 
Minnesota streets, adjoining and con- 
necting with the present First National 
building. The bank would occupy the 
first, second and third floors of both 
buildings, the rest of the building being 
reserved for office purposes. 

The combined deposits of both banks, 
December 31, 1928, were $113,000,000, 
_ reported resources were $129,000,- 

Included in the merger are the Mer- 
chants Trust Company and the Mer: 
chants National Company. These two 
institutions, the directors of which are 
the same as the Merchants National 
Bank, will remain in the present Mer- 
chants National Building, as will the 
foreign department of the Merchants 
National, but the bank itself will move 
into the First National until the new 
building is completed. 

Louis W. Hill and George H. Prince, 
chairmen of the boards of the First Na- 
tional and Merchants National, respec- 
tively, will head the new board of direc- 
tors, while R. C. Lilly, president of the 
Merchants National, will become presi- 
dent of the new institution. 

Under the plan of the merger, 50,000 
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shares of stock will be issued. Stock- 
holders of the Merchants National will 
receive one-half of this on the basis of 
one and one-quarter shares of the new 
stock for one of the Merchants Na- 
tional, while the shareholders of the 
First National will get one-half of the 
new stock on the basis of one share for 
one share of the First National stock. 


NATIONAL CITY CAPITAL NOW 
$100,000,000 


WirtH the expiration of rights to sub- 
scribe for new capital stock of the Na- 
tional City Bank of New York, that 
institution now has $100,000,000 of 
capital represented by shares of $20 par 
value. The capital was previously $90,- 
000,000. 

Of the proceeds derived from the new 
issue, $10,000,000 has been added to 
capital, $35,000,000 to surplus, making 
it $100,000,000, and $5,000,000 has 
been added to capital stock of the Na- 
tional City Company, the bank’s invest- 
ment affiliate, to make it $50,000,000. 


BROOKLYN BANKS TO MERGE 


PLANS have been made for the merger 
of the Granite National Bank of Brook- 
lyn, N. Y., with the Nassau National 
Bank of that city under the name of 
the latter. The consolidation will result 
in an institution with capital of $1,700,- 
000 and surplus of the same amount. 
Of the 17,000 shares of $100 par value, 
15,000 will be held by Nassau stock- 
holders, and Granite National stock- 
holders will receive 1800 shares at the 
rate of three-fifths of a share of Nassau 
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American Founders 


Group of Companies 


BROCHURE under this 
title, just published by 
Harris, Forbes & Co., describes the 
history, growth, policies, earnings 





and capitalization of American 
Founders Corporation and its affili- 
ated investment companies, which 
have combined resources exceeding 
$150,000,000. Copies may be ob- 
tained from Harris, Forbes & Co., 


or from 


American Founders 
CORPORATION 
50 Pine Street New York 





National for each share of Granite now 
held. 

Resources of the enlarged bank will be 
more than $30,000,000. Those of the 
Nassau are now $27,500,000 while those 
of the Granite are about $2,500,000. 
G. Foster Smith is president of the 
Nassau and Sidney Strongin is president 
of the Granite National. 


NEW WALL STREET BANK TO 
OPEN SOON 


THE National Union Bank and Trust 
Company of New York will open soon 
in the Wall Street district, according to 
the New York Times, with record initial 
capital of $55,000,000, the largest of 
any bank at its inception in the history 
of Wall Street banking. The amount 
includes the paid in capital and surplus 
of the bank and of its security affiliate. 

Organization plans of the bank, which 
were announced several months ago in 
THE BANKERS MacaZINE, are being 


a 


J made by a committee composed of 


Claudius E. Houston, Robert T. Stewart 
William M. Flock, Howard S. Cullman, 
Eugene L. Norton, Edward L. Chilson 
and E. M. Allen, A. F. C. Fiske, second 
vice-president of the Metropolitan Life 
Insurance Company, was originally 
chairman of the committee, but resigned, 

The bank, it is reported, will be capi- 
talized at 500,000 shares, virtually all 
of which have been placed at $111 a 
share, subject to allotment after the 
bank is chartered. Of this, $50 will go 
to the capital account and $60 to sur- 
plus, leaving $1 for organization ex- 
penses. The capital will be divided as 
follows: $10,000,000 capital and $30, 
000,000 surplus for the bank, and $10, 
000,000 capital and $5,000,000 surplus 
for the securities company. 

A tentative list of directors has been 
chosen, but officers have not yet been 
selected. 


BANK TRAVEL BUREAUS HOLD 
EXECUTIVE MEETING 


PLANS for co-operative window displays 
and consolidated sailing schedules were 
completed at a meeting of the executive 
committee of the Association of Ameri 
can Bank Travel Bureaus held recently 
in New York. With the aid of travel 
agencies and steamship lines, the asso 
ciation expects to prepare a series of 
window displays to be used by members 
of the association for a period of weeks, 
the displays to be routed from place to 
place by the association headquarters. 

It also expects to publish consolidated 
sailing schedules, imprinted with the 
names of individual members, and to 
supply them for distribution to clients. 

In addition to the business sessions, 
the committee members were entertained 
at luncheons on the Cameronia and the 
Veendam, of the Cunard and Holland 
American steamship lines, respectively. 


EDWIN BIRD WILSON TAKES 
OVER AGENCY 


Epwin Bird Wilson, Inc., of New York, 
a well known financial advertising 
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agency, has merged its interests with 
those of the Van Kuran Advertising 
Agency, with offices at 1240 South Main 
street, Los Angeles. The combined 
companies will operate under the name 
of Edwin Bird Wilson, Inc., and will 
continue to handle the commercial and 
financial business which was on the 
books of the Van Kuran agency at the 
time of consolidation. The Los Angeles 


organization will co-operate in handling 
banking and financial business in the 
West Coast area. 

Earl E. Van Kuran, former president 
of the Van Kuran agency, will continue 
as vice-president and general manager of 


the Pacific Coast office. His principal 
associates, Walter C. Monroe and 
Edgar L. Tompkins, will remain in the 
Los Angeles office as vice-presidents. 
Edwin Bird Wilson, Inc., was founded 
in 1916 and has offices in New York, 
Chicago and Atlanta, in addition to the 
new Los Angeles office. Edwin Bird 
Wilson is president of the company. 


BANK OF NEW YORK AND 
TRUST IS 145 YEARS OLD 


THE Bank of New York and Trust 
Company, New York, celebrated the 
145th anniversary of its founding last 
month. 


NATIONAL AMERICAN STATE- 
MENT 


ConsoLipATED balance sheet of the Na 
tional American Company, Inc., New 
York, and subsidiary companies, as of 
December 31, 1928, shows capital of 
the National American Company to be 
$19,869,268, consisting of 977,047 





shares of no-par value issued, out of 
1,000,000 shares authorized. Total re- 
sources of the company are $40,953,925. 
The statement does not include sub- 
sidiary companies carried as _ invest- 
ments. 


R. W. SAUNDERS HEADS > 
MINING COMPANY 


RICHARD W. SAUNDERS has resigned as 
comptroller of the Paramount Famous 


RICHARD W. SAUNDERS 


President of the recently organized 
Associated Metals Corporation. 


Lasky Corporation, New York, to be- 
come president of the Associated Metals 
Corporation, a recently organized hold- 
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ing company created to acquire control 
of mining properties in the United 


States and Canada. The company has 
an authorized capital of $30,000,000. 
Mr. Saunders was formerly cashier 
of the National Bank of Commerce, 
New York, and has been a frequent 
contributor to THE BANKERS MAGAZINE. 


EASTERN SAVINGS CONFER- 
ENCE HELD IN NEW YORK 


BANKERS from thirteen states in the 
eastern part of the United States at- 
tended the Eastern Regional Savings 
Conference held at the Commodore 
Hotel, New York City, March 21-22, 
under the auspices of the Savings Bank 
Division, American Bankers Association. 
The conference was one of four being 
held this spring in various parts of the 
country, under the same auspices. 

Well known bankers spoke at the 
business sessions and special luncheons 
on both conference days were followed 
by addresses of a popular nature. A 
banquet was held at the hotel on the 
evening of March 21. 

The day after the conference was 
closed, arrangements were made for the 
delegates to visit the New York Stock 
Exchange and the Federal Reserve Bank 
of New York. 

Henry S. Kinsey, vice-president of the 
Williamsburgh Savings Bank, Brooklyn, 
N. Y., was chairman of the conference 


committee, and Philip A. Benson, pres: 
dent of the Savings Banks Association 
of New York and secretary of the Dime 
Savings Bank of Brooklyn, N. Y. 
headed the banquet committee. 

The first session was held Thursday 
morning, March 21, and _ included 
addresses by Taylor R. Durham, presi- 
dent of the Saving Bank Division, 
A. B. A., and vice-president of the 
Chattanooga Savings Bank & Trust Co, 
Chattanooga, Tenn., on “The Increas- 
ing Importance of Savings”; and James 
P. Hart, president of the Savings Banks 
Officers Club of Massachusetts, Union 
Savings Bank, Fall River, Mass., who 
discussed the effects of Christmas and 
other savings clubs on the savings 
habits of the people. 

“Demonstrated Value of Branch 
Banks in, the Savings Business” was dis- 
cussed by G. Herbert Boehn, vice-presi- 
dent of the Provident Savings Bank of 
Baltimore, Md., at the Thursday after: 
noon session. Often addresses included 
“Is a Bank Justified in Imposing Restric’ 
tions on Savings Deposits in Order to 
Maintain Its Dividend Rate?” by T. W. 
Murray, executive vice-president of the 
Union Savings Bank of Boston; and “A 
New Instalment Mortgage Plan for 
Purchasing Homes,” by W. S. Van 
Dyke, vice-president Peoples Savings 
Trust Co., Pittsburgh. 

Friday’s program was made up of the 
following addresses: “Advantages to 
Banks in the Wider Use of Guaranteed 
Mortgage Bonds and Participations,” 
Edward A. Richards, president East 
New York Savings Bank, Brooklyn, 
N. Y.; “Approved Uniform Methods 
of Figuring Interest on Savings De: 
posits,” by Gaillard L. Oliver, educa 
tional director Monroe Calculating Ma 
chine Company, Orange, N. J.; “Can 
Budgeting in the Home be Made Practi 
cal, Attractive and Brought into General 
Use?” Sarah J. MacLeod, director Home 
Economics Bureau, Society for Savings, 
Cleveland; “Do Savings Banks Want 
Savings Accounts or Deposits?” Orrin C. 
Lester, vice-president Bowery Savings 
Bank, New York City; “Successful 
Employes’ Contests,” Allan B. Cook, 
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vice-president Guardian Trust Com- 
pany, Cleveland; “Advertising Plans for 
Increasing Savings Deposits,” Harvey 
Blodgett, president Harvey Blodgett 
Company, New York City. 

Ralph Hayes, vice-president Chatham 
Phenix National Bank and Trust Com- 
pany, New York, spoke at the banquet 
on the subject, “The Great Account,” 
and Dr. Samuel G. Inman, secretary of 
the committee on co-operation in Latin 
America, discussed the present crisis in 
Mexico at one of the luncheon sessions. 


BETHLEHEM STEEL ANNUAL 
REPORT 


Net income of the Bethlehem Steel Cor- 
poration for 1928, after providing $13,- 
658,335 for depreciation and depletion, 
amounted to $18,585,922, as compared 
with $15,826,142 for the preceding 
year. Surplus after preferred dividends 
of $6,842,500 amounted to $11,743,422, 
equivalent to $6.52 per share on the 
common stock as compared with $5.02 
in 1927. A common stock dividend of 
1 per cent. amounting to $1,800,000 
was declared January 24, 1929, payable 
May 15, 1929. 

Gross sales for the year amounted to 
$294,778,287 as compared with $271,- 
302,891 for 1927. Orders aggregating 
$295,209,483 were booked in 1928 as 
compared with $280,199,101 in 1927. 
Unfilled orders on December 31, 1928, 
totaled $59,040,202 as compared with 
$58,609,006 at the end of the preceding 
year. 

The consolidated balance sheet as of 
December 31, 1928, shows current assets 
of $168,932,293 as against current lia- 
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stance; and that can be had at 
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here and increase the value of 
your cranium ; and another good 
idea is to go to 
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which is an ideally fine hotel! 


bilities of $33,472,945 or a ratio of 5 
to 1. Current assets include $55,718,- 
774 in cash and United States Govern- 
ment securities, and $61,539,137 in in- 
ventories, which is a decrease of more 
than $6,000,000 as compared with De- 
cember 31, 1927. For the first time 
since 1923 Bethlehem’s funded debt at 
the end of the year was less than $200.- 
000,000. During the year $5,254,125, 
principal amount, of bonds of various 
issues were paid or purchased for the 
treasury. 
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WILLIAM WoopwarpD 
President of the Hanover National Bank of New York, who 
will be chairman of the board of the institution formed by the 
merger of the Hanover with the Central Union Trust Com- 
pany of New York. 


CENTRAL UNION TRUST AND HANOVER, 
NEW YORK, TO CONSOLIDATE 


N agreement to consolidate the 
Central Union Trust Company 
and the Hanover National Bank, 


two of New York City’s best known 
banks, into an institution with cap- 
ital funds of $100,000,000 and re- 
sources of about $722,000,000 has been 
announced by trustees and directors of 
the two companies. The bank, if the 
consolidation is ratified by stockholders, 
will operate under the state charter of 
the Central Union and will probably 
be called the Central-Hanover Trust 
Company. 

George W. Davison, who has been 
president of the Central Un‘on Trust 
Company since 1919, will be president 
680 


of the consolidated bank, and William 
Woodward, president of the Hanover, 
will be chairman of the board. The 
official and clerical staffs of both banks 
will be retained, and the board of direc’ 
tors of the Hanover and the trustees of 
the Central Union will be combined. 

The merger will be made on the basis 
of an exchange of stock. Subject to the 
approval of the stockholders, present 
stockholders of the Central Union Trust 
Company will on May 2 receive sx 
shares of $20 par value stock for each 
share now held by them. When the 
merger takes place, the capital of the 
new company will be increased to $21, 
000,000, of which $15,000,000 will go 
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Grorce W. Davison 


President of the Central Union Trust Company of New 
York, who will be president of the consolidated institution. 


to stockholders of the Central Union 
and $6,000,000 to stockholders of the 
Hanover. The then stockholders of the 
Central Union will receive share for 
share in the new company and the stock- 
holders of the Hanover will receive 
three shares of $20 par value stock for 
each share of Hanover stock then held. 

The traditions and principles of the 
two institutions have always been 
similar and in business they will com- 
plement each other well. The Central 
Union Trust Company has developed 
considerable commercial clientele, but 
has primarily built up a large trust busi- 
ness. The Hanover is eminently a com- 
mercial bank and is a leading New York 
City depository and correspondent for 
banks throughout the country. 

The trustees of Central Union Trust 
Company of New York are: James 


Ernest 


Edwin 


Forest; 
Emlen Roosevelt; 
M. Weld; Colby 
M. Chester, Jr.; Clarence Dillon; 
James N. Jarvie; Frederick Strauss; 
Cornelius Vanderbilt; William Wood- 
ward; George W. Davison; Frederic deP. 
Foster; Dudley Olcott; Ernest Sturm; 
John Y. G. Walker. 

The directors of Hanover National 
Bank are: William Woodward; John 
B. Clark; E. Hayward Ferry; Ernest 
Iselin; Edgar Palmer; John J. Riker; 
Wm. Warren Barbour; William Craw: 
ford; William Halls, Jr.; Edwin G. 
Merrill; John S. Phipps; Henry P. Turn- 
bull; Henry R. Carse; Thomas Dickson; 
Henry W. Howe; Eustis Paine; Auguste 
G. Pratt; Francis T. Maxwell; John P. 
Stevens. 

Central Union Trust Company of 


Brown; Johnston De 


Iselin; W. 


Thorne; Francis 
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New York has two fully equipped offices 
uptown, at 42nd street and Madison 
avenue, and at Fifth avenue and 60th 
street. Hanover National Bank has 
eleven well established branches: 135 
William street; 97 Warren street; 260 
West Broadway; 231 Varick street; 874 
Broadway; Seventh avenue and 23rd 
street; 34th street and Lexington ave- 
nue; 596 Sixth avenue; 234 West 47th 
street; 773 Third avenue; and 79th 
street and Lexington avenue. 

It is expected that the merger will be 
rapidly completed and the headquarters 
of the company will be at 70 Broadway. 
Central Union Trust Company of New 
York has been for the last few months 
remodeling its building at 70 Broadway 
to which it will move from 80 Broad- 
way. by May 1 next. Its quarters there 
are well adapted for the use of the 
larger company. 


CENTRAL UNION TRUST COMPANY 


Only one merger has occurred in the 
history of the Central Union Trust 
Company. That was in 1918, when the 


Union Trust Company of New York 
and the Central Trust Company of 
New York were united to form the 
present company. 

Prior to the merger, both companies 
had long and eventful histories. The 
Union Trust Company was incorporated 
April 23, 1864, just after the Civil 
War, when financial conditions were 
not too favorable. It opened for busi- 
ness at 73 Broadway in 1865. The 
Central Trust Company was chartered 
in 1873 and opened for business in 
1875 at 14 Nassau street. 

Both companies had an initial capital 
stock of $1,000,000, made up of 10,000 
shares with a par value of $100, which 
was subscribed to at par. The Union 
Trust Company paid an initial dividend 
on July 1, 1866, at the rate of 4 per 
cent. per annum. Dividends were con- 
tinued excepting during 1874 (due to 
panic of 1873) without interruption 
until the merger in 1918. The Central 
Trust Company paid an initial dividend 
on July 1, 1873, at the rate of 3 per 
cent. per annum and continued without 


interruption to the date of the merger, 
Dividends have been continued since 
then by the new company. 

In June, 1918, the two companies be. 
came the Central Union Trust Com- 
pany of New York and James N. 
Wallace, president of the Central Trus 
Company, headed the merged com 
panies with Edwin G. Merrill, president 
of the Union Trust Company, as first 
vice-president. The capital of the 
Central Union was then $12,500,000, 
Following the consolidation the deposits 
were $215,969,000 and undivided profits 
$17,003,000. At the time of the 
merger, the Union Trust Company was 
noted for its personal trusts and the 
Central Trust Company largely for its 
corporate fiduciary activities. At present 
the Central Union Trust Company 
handles more than a billion dollars in 
its personal trust department aside from 
corporate trusts. 

The ten year record of the Central 
Union Trust Company shows that its 
surplus has grown from $18,056,500 to 
$42,662,400, or 134 per cent. 


HANOVER NATIONAL BANK 


Hanover National Bank was organized 
in 1851 with a capital of $500,000 by 
merchants and business men of down: 
town New York, many of whom made 
their homes in Brooklyn. At that time 
Hanover Square was the center of the 
wholesale trade. The first president of 
the bank was Isaac Otis and one of the 
most active men in its organization and 
one of the first directors of the bank 
was R. T. Woodward—not, however, 
related to the Woodward family which 
was later to furnish two presidents for 
the bank. The first bank was located at 
Number One Hanover Square. The 
first dividend was paid January 1, 1852, 
and in June, 1852, the capital was ir 
creased to $1,000,000. In 1856 the 
bank moved to 37 Nassau street and in 
1860 it moved again to 33 Nasal 
street. In 1861 the Hanover was one of 
a group of New York banks which 
advanced $150,000,000 in gold to the 
Government to help meet the first d& 
mands of the Civil War. 
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On July 5, 1865, the bank received a 
rational bank charter. In January, 
1874, James T. Woodward was elected 
adirector and on June 22, 1876, he was 
dected president of the bank. At the 
ame time his brother, William Wood- 
ward, Jr., was elected a director. This 
was the real beginning of the “Wood- 
ward Dynasty” in the bank which has 
been largely responsible for its steady 
growth and prosperity. 

Another move was made in March, 
1877, to Duncan Building at 11 Nassau 
street. The bank was active in regions 
outside New York City, particularly in 
the South, and laid the foundation of 
its wide banking connections especially 
with out-of-town banks which have 
made the Hanover known as a bank for 
bankers. It is interesting to note that 
a statement of the bank as of December 
1, 1876, showed total resources of $4,- 
499 464.18. The last statement, as of 
December 31, 1928, showed total re- 
sources of over $320,000,000. 

In 1902 the bank moved to 7 Wall 
street as temporary quarters and in 1903 
moved to the present Hanover Bank 
Building at Nassau and Pine streets. 
The building was the highest in down- 
town New York at the time. 

James T. Woodward died in 1910 and 
his nephew, William Woodward, the 
present incumbent of the office, became 
president. 

The Gallatin National Bank was ab- 
sorbed by the Hanover in 1912. 


WILLIAM WOODWARD 


William Woodward, the present 
head of the Hanover National Bank, is 
a nephew of former president, James 
T. Woodward, and a son of William 
Woodward, Jr., an early director of the 
bank. His father was a member of the 
well known cotton commission firm of 
Woodward and Stillman (James A. 
Stillman). He was born in New York 
and received his A.B. degree from 
Harvard in 1898 and his A.M. in 1899. 
He was graduated from the Harvard 
Law School in 1901. He was secretary 
of the American Embassy in London 
under the Ambassador, Joseph H. 


Choate. Returning from England, after 
a period in Mr. Choate’s law office, he 
entered the employ of the Hanover Na- 
tional Bank, working in various depart- 
ments. In 1904 he was elected vice- 
president and in 1910 became president. 


GEORGE W. DAVISON 


George Willets Davison, president of 
the Central Union Trust Company, 
was born March 25, 1872, at Rockville 
Center, Long Island. He attended Wil- 
braham Academy, and in 1892 was 
graduated with honors from Wesleyan 
University, receiving the degree of B.A. 
He was also elected to Phi Beta Kappa. 
Two years later he received an LL.B. 
from New York University. 

From the time he received his degree 
in 1894 until 1912, he practiced law. 
He was assistant district attorney for 
Queens County in 1897-99, and district 
attorney in 1899. In 1900 he was sec- 
retary of the committee to revise the 
charter of Greater New York. 

Mr. Davison became vice-president of 
the Central Union Trust Company in 
1918 when the merger was effected, and 
in December, 1919, became president. 

Mr. Davison is also a director in the 
following companies: Ann Arbor Rail- 
road; American Writing Paper Co., 
Inc.; Belt Line Railway Corp.; Conti- 
nental Insurance Co.; Discount Corpora- 
tion of New York; Dry Dock, East 
Broadway ©& Battery Railroad Co.; 
Forty-second Street, Manhattanville & 
St. Nicholas Ave., Railway Co.; Gal- 
veston, Houston & Henderson Railroad 
Co.; Hastings Railway Co., Inc.; Kings- 
bridge Railway Co.; Manati Sugar Co.; 
New York City Interborough Railway 
Co.; New York, Westchester & Connect- 
icut Traction Co.; Prudential Oil Corp.; 
Realty Associates; Sloss-Sheffield Steel 
& Iron Co.; Southern Boulevard Rail- 
road Co.; Third Avenue Railway Co.; 
Union Carbide & Carbon Corp.; Union 
Oil Co. of New York; United States 
& Foreign Securities Corp.; Virginian 
Railway Co.; Wabash Railway Co.; 
Westchester Electric Railroad Co.; 
Western Union Telegraph Co.; Yonkers 
Railroad Co. 





HIBERNIA TRUST COMPANY, NEW YORK, 
TO OPEN IN MAY 


NEW banking institution, the 
Hibernia Trust Company, will 

open in the Wall Street district 

of New York City about May 15 in 
quarters which have been leased on the 
ground floor of 57 William street, at 
the corner of Cedar street. Sponsored 
by prominent bankers, brokers and busi- 
ness men, the new bank will begin its 
existence with capital of $3,000,000 and 
a surplus of $2,000,000. Coincident 
with the organization of the bank, the 
same interests have formed a securities 
company to be known as the Hibernia 


© sacuracn 
Puitie De RONDE 


President of the Hibernia Trust 
Company, which is to open in New 
York City next month. 


Investing Company, with a capital of 
$750,000 in shares of $25 par value. 
Each certificate of stock will represent 
an equal number of shares of the trust 
company and the investment company. 


Philip De Ronde has been elected 
president of the bank. He is a director 
of the Empire Trust Company and the 
United States Fidelity & Guaranty Co, 
chairman of the Oriental Navigation 
Company, chairman of the American 
Merchant Marine Insurance Company 
and a director of the Palisades Trust & 
Guaranty Company of Englewood, N. J. 

The full board of directors, recently 
elected, is as follows: John F. Barry, of 
Gilbert Eliott & Co.; Richard Campbell 
of Gilbert, Campbell & McCool: 
Patrick F. Cusick of P. F. Cusick @ 
Company; Philip De Ronde, president; 
Frank H.* Hall, counsel and director 
Corn Products Refining Company; Louis 
M. Josephthal, of Josephthal & Com 
pany; Minor C. Keith, chairman of 
the International Railway of Central 
America; Eugene F. Kinkead of Kinkead, 
Florintino €& Company; Frederick J. 
Lisman of F. J. Lisman & Company; 
Eugene F. Moran, president of the 
Moran Towing Company; Russel T. 
Mount of Duncan & Mount, attorneys; 
T. O. Muller, president of the Atlantic 
Fruit & Sugar Company; John F. 
O’Ryan, president of the Colonial Air 
Transport, Inc.; Cecil P. Stewart, presi 
dent of the Frank B. Hall & Company, 
and American Merchant Marine Insur- 
ance Company; C. A. Whelan, presi 
dent of the United Cigar Stores Co; 
Peter P. McDermott of P. P. McDer 
mott & Company; Francis Lee, treas: 
urer of the Nichols Copper Company: 
Martin A. O'Mara, president of the 
Brockway Motor Truck Corporation; 
Frank C. Ferguson, president of the 
Hudson County National Bank; Eugene 
L. Garey, of Garey, Crowley & Garey, 
attorneys; Abram De Ronde, president 
of the Palisades Trust & Guaranty Com: 
pany, Englewood, N. J.; and George 
Rogers, vice-president of the George W. 
Rogers Construction Corporation. 
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MOVING $2,500,000,000 IN THREE HOURS 


more than two and a half bil- 

lion dollars were moved across 
LaSalle street, Chicago, Saturday after- 
noon, March 16, at the rate of thir- 
ten and a half million dollars a 
minute. 

The transfer was made from the 
vaults of the Continental National 
Bank and Trust Company, 208 South 
LaSalle, to those of the Illinois Mer- 
chants Trust Company, 231 South 
LaSalle. Resources, business and per- 
sonnel of these banks were united 
March 18 in the Continental Illinois 
Bank and Trust Company, 231 South 
LaSalle. 

The move was accompanied by one 
of the greatest massings of armament 
in the history of peacetime Chicago. 
Twelve steel forts, six armored cars, 
a machine gun car, eighty guards, 
twenty mounted policemen, forty 
policemen on foot, two squads of de- 
tectives, eighty bank policemen, and 
a detail of sharp-shooters all gave color 
to the scene. 

The forts were simply armored cars 


(Cre and securities aggregating 


parked on LaSalle and Quincy streets 
in such a way that vehicular traffic 
approaching the banks found itself 
confronted by steel barricades across 
LaSalle at Adams, Quincy at Clark, 
LaSalle at Jackson and Quincy at 
Wells. As a result, no vehicle ex- 
cept those used by the banks could 
approach within a block of LaSalle 
and Quincy, the corner across which 
the cash and securities were moved. 
Each of these forts was manned by 
guards and stocked with automatic re- 
volvers and high-powered rifles. 
Patrolling the closed-off streets were 
policemen and detectives. They per- 
mitted pedestrians to enter the area 
but every person was required to keep 
moving. Loiterers got quick commands 
to “move on.” Each pedestrian was 
watched by vigilantes who stood at 
second-story windows along LaSalle 
and Quincy. These guards, crack 
long-distance marksmen, were armed 
with rifles for sharp-shooting. 
Cruising in the area was a specially- 
constructed machine gun car sheathed 
in armor plate and bullet-proof glass 


Chief executives of the Continental Illinois Bank and Trust Company, Chicago, on 
opening day. They are, left to right: Eugene M. Stevens, president; George Reynolds, 
chairman of the executive committee; and Arthur Reynolds, chairman of the board. 
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and geared for a speed of sixty miles 
an hour. Its motor, like the motors 
of all of the fort cars, was kept run- 
ning constantly. 

Six armored cars were used to trans- 
port the cash and securities across the 
street. The treasure was packed in 
steel chests by bank employes in the 
vaults of the Continental National. As 
soon as a chest was sealed, it was 
given to guards of Brinks Express 
Company, which assumed full respon- 
sibility for transportation from one 
vault to the other. 

These guards, after giving a receipt 
for a chest, carried it to the Quincy 
street door of the Continental Na- 
tional and placed it in an armored 
car. Each car, in traveling the few 
feet across LaSalle, was surrounded by 
a cavalcade of mounted policemen. 

When the chest was safe in the 
vaults of the Illinois Merchants, bank 
officials gave a receipt for its arrival 
and the banks again assumed respon- 
sibility for its protection. The vault 
in each bank was surrounded with a 
strong cordon of guards and forty bank 
policemen patrolled the corridors of 
each building. 

The movement of cash and secur- 
ities, according to J. D. Allen, vice- 
president of Brinks Express, was the 
largest in which his organization ever 
had participated, although it main- 
tains fleets of armored cars in the 
principal cities of the country from 
coast to coast. Veteran policemen 
could remember no other time when 
LaSalle street was closed to traffic. 

LaSalle is one of the quietest of 
Loop streets during a week-end holi- 
day, and few persons passed the banks 
during the move. 


TRANSFER OF EQUIPMENT AND 
PERSONNEL 


Although not surrounded by all of 
the drama accompanying the transfer 
of cash and securities, the problem of 
enabling employes to find their desks 
and their work when they come on 
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the job Monday morning presented 
far greater difficulties. 

Solution of this problem started last 
September with the placing of brass 
number plates on each desk, chair, file 
ease and piece of equipment in each 
bank. A complete description of each 
article, its size and recommendations 
as to its future use then was typed on 
a file card bearing the same number 
as the article’s brass plate. More than 
12,000 plates were used. 

The next step was a general review 
of all equipment. Each article con- 
sidered as being below the standard 
of equipment set for the Continental 
Illinois was slated for sale or for dis 
card. As a result, thousands of pieces 
of new furniture and equipment were 
ordered. 

The third step was the preparation 
of diagrams showing where each ar- 
ticle in the Continental Illinois would 
be located. These diagrams, prepared 
long before building alterations were 
completed, showed the size of each 
room and the size and location of 
each desk, filing cabinet, chair and 
other equipment to be placed in. it. 

A separate diagram was prepared 
for each floor. Looking at a diagram 
for the third floor, for instance, one 
could see the departments to be lo 
cated on that floor, the arrangement 
of furniture, the type of telephone 
and the electrical outlets in each room 
and the name of the man who would 
sit at each desk. Radiating lines also 
showed executives, the locations of the 
desks of stenographers and of all other 
persons under their direction. 

A floor captain then was appointed 
for each floor at the Continental Na- 
tional and at the Illinois Merchants. 
It was the duty of these men to see 
that all equipment to be moved was 
marked with tags showing its destina 
tion. As the Continental Illinois will 
occupy two basements, six whole floors 
and part of the seventh floor at 231 
South LaSalle, these tags were printed 
in different colors—one color for each 
floor. 
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Taking the third floor again for an 
illustration. A desk to be moved to 
that floor was given a green tag and 
on this tag was placed the number of 
the room in which it would go and 
the name of the man who was to use 
it When this desk arrived at 231 
South LaSalle, it was sent to the floor 
indicated by its tag color. There it 
was carried to its designated room 
and, once in that room, it was placed 
in the position indicated by the floor 
diagrams. 

Each officer and employe, before 
leaving work Saturday, placed the con- 
tents of his desk in a box and labelled 
it with his name and new room num- 
ber. He also obtained a copy of floor 
diagrams. 

As no system works with 100 per 
cent. efficiency, a lost and found de- 
partment was installed as a clearing 
house for misplaced equipment, but 
it was not kept busy. 

Although most of the equipment 
was moved during the week-end, the 
transfer of desks, chairs, files and 
records began March 5. 

Twenty moving vans backed up to 
the doors of the Continental National 
Saturday afternoon when the peak of 
the moving got under way. Working 
in shifts, 500 men labored all Satur- 
day afternoon, Saturday night and all 
day Sunday. 


ALTERATION OF BANKING QUARTERS 


Another big problem has been altera- 
tion of the banking quarters at 231 
South LaSalle to accommodate the en- 
larged staff of the Continental Illinois. 
Building alterations began in Septem- 
ber and have continued night and day, 
without interruption, except eight hours 
last Christmas Day. 

Despite the fact that banking op- 
erations continued as usual at the 
Illinois Merchants, as many as 700 
building craftsmen worked on altera- 
tions in a single day. A striking 
tribute to the integrity of Chicago 
labor is seen in the fact that although 
these men worked with millions of 


dollars in money and securities around 
them, the only loss reported in the 
bank during the last six months was 
that of a two-dollar clock from the 
bank hospital. This was later found. 

Workmen, despite the speed at which 
they labored, met with only three ac- 
cidents serious enough to call for hos- 
pital attention. No accident was fatal. 

Interior work was carried on with 
such rapidity that four of the largest 
millwork contractors in America kept 
their factories running full time on 
supplies for the Continental Illinois 
alone. Despite the time element, no 
standardized finishings or equipment 
were used when supplies built accord- 
ing to specifications were better suited 
for the bank. Although virtually every 
order given to contractors was a “rush” 
order there were no delays in receipt 
of material. 

The altered banking quarters con- 
stitute a new building in virtually 
every thing except the outer shell. 
A new mezzanine floor has been added, 
floor space has been increased to 320,- 
000 square feet, the size of the cash 
vault has been doubled, the wattage 
of electrical illumination has been 
tripled, new elevators and staircases 
have been added, the size of the bank 
cafeteria has been doubled so that it 
now seats 700 persons and can serve 
2500 meals in two hours, and new 
desks and chairs have been purchased 
in thousand lots. 

A new wicket system has been in- 
stalled and windows through which 
customers deal with employes have 
been increased to 292. Virtually all 
furniture in public sections of the bank 
is new. 

An indication of the modernity of 
equipment is seen in the fact that 
electrical equipment installed five years 
ago at a cost of $180,000 was scrapped 
for more up-to-date equipment. 

All through the bank, an effort has 
been made to relieve employes of 
manual work. Mail will be distributed 
through pneumatic tubes and conveyor 


(Continued on page 692) 





BANK OF AMERICA AND BLAIR & CO, 
TO CONSOLIDATE 


( "Colney and of Blair & 
Co., Inc., and the Bank of 
America, of New York, an- 

nounced by Elisha Walker, president of 

Blair & Co., will bring together for the 

first time in the history of Wall street 

a national bank and a private banking 

firm. The resulting institution will have 

a capital and surplus of more than $125,- 

000,000 and total resources of about 

$500,000,000. The consolidation will 


Epwarp C. DELAFIELD 
President Bank of America, N. A., 
New York, who will remain as presi- 

dent of the consolidated bank. 


be brought about through an exchange 
of stock. 

The Blair organization is expected to 
put about $60,000,000 into the con- 


solidation. Although chiefly investment 
bankers, Blair & Co. has given incidental 
banking service to its clients and this 
banking business will be merged with the 
Bank of America, while the Blair securi- 
ties business will be consolidated with 
the Bancamerica Corporation, investment 
subsid’ary of the Bank of America. 
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Mr. Walker will become president of 
the Bancamerica Corporation and chair- 
man of the executive committee of the 
Bank of America. Dr. A. H. Giannini 
will remain as chairman of the board 
and Edward C. Delafield as president of 
the Bank of America. Official and cler- 
ical staffs of both organizations will be 
retained and the board of directors of 
the bank will be enlarged to include 
several additions from Blair & Co., Inc, 

The consolidation is a further enlarge- 
ment in New York City of the activities 
of A. P. Giannini, creator of the huge 
Bank of Italy group in California, who 
obtained control of the Bank of America 
last year. It is also a change from the 
procedure customary among metropolitan 
banks of organizing investment  subsi- 
diaries to enlarge their investment bus- 
iness. This new trend puts an old-line 
investment banking company into the 
general banking business. 

The headquarters of the consolidated 
bank will be at 44 Wall street, where 
the Bank of America has been located 
since 1812. The building of Blair & Co. 
was recently sold to the New York 
Stock Exchange. 

Blair & Co. has connections in nearly 
all parts of the world, and these will be 
retained intact, as well as the company’s 
organizations in this country. The name 
of the new company, however, has not 
been decided upon. 

The consolidated company will have 
thirty-one banking offices and the se 
curities company will have offices in 
twenty-three cities in this country, in 
addition to its foreign offices. 

Active executives of Blair & Co., Inc., 
who will serve on the board of the 
Bancamerica Corporation, include Elisha 
Walker, George Armsby, Harry Bron: 
ner, J. Cheever Cowdin, Edward F 
Hayes, George N. Lindsay, Henry Lock 
hart, Hunter §S. Marston, Graham 
Youngs, all of New York; Harry Olcott 
and Roger Ballard of Chicago; Edward 
Clark of San Francisco; and George 
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Benard, J. Grant Forbes, Jean Bonnet 
and Lewis P. Sheldon, in Europe. 

The new institution will be closely 
afiliated with the Transamerica Cor- 
poration, headed by A. P. Giannini 
and with resources of more than 
$1,000,000,000. 

Statement of the Bank of America 
as of December 28, 1928, showed capital 
of $25,000,000, surplus of $35,000,000 
and undivided profits of $2,384,633. 
This indicates that the Blair company 
is putting into the organization about 
$60,000,000 to make up the total of 
$125,000,000 with which the new or: 
ganization will start business. 

The Bank of America was organized 
in 1812 by the New York directors of 
the First Bank of the United States, 
a creation of Alexander Hamilton. 
Throughout its existence it has been 
closely identified with the financial his- 
tory of the United States and of New 


York. Its total resources on December 
31, 1928, the date of its last statement, 
were $416,804,175. 

Blair & Co. was founded by John I. 
Blair, who was born in 1802, and it 
financed many of the important rail- 
road systems of the United States and 
Canada. In 1920 it merged with Wil- 
liam Salomon & Co. under the name of 
Blair & Co., Inc., and since then its 
activities have been worldwide. It has 
issued loans here for the governments 
of Canada, Argentina, Chile, Cuba, 
Rumania, Norway, Poland, Yugoslavia 
and other countries as well as a large 
number of municipalities, domestic and 
foreign. It has also financed many 
large domestic corporations, and it is the 
dominating factor in the Petroleum 
Corporation of America, a $100,000,000 
investment trust organized early this 
year. The company is represented on 
the directorates of more than 100 Ameri- 
can and foreign corporations. 


MORE THAN 2000 EXPECTED AT FOREIGN 


TRADE CONVENTION 


\V VITH the largest advance reg: 
istration in its history, the Na- 
tional Foreign Trade Council 
expects more than 2000 persons to at- 
tend the Sixteenth National Foreign 
Trade Convention, to be held in Balti- 
more on April 17, 18 and 19. The 
great interest is due in part, at least, 
to the activity of foreign trade. Both 
exports and imports are running higher 

than those of last year in the United 

States and a record volume of world 
trade has recently closed for 1928. 
Daniel Willard, president of the 

Baltimore and Ohio Railroad, and His 

Excellency Senor Don Carlos G. Davila, 

Ambassador from Chile to the United 
States, will be two of the principal 

speakers at the three-day meetings. The 

latter will speak for Latin America. 
Other speakers will include: M. J. 

Falkenburg, president of the Falkenburg 

Trading Company of Seattle, on 
Progress in the Far East”; Henry F. 


Grady, dean of the College of Com 
merce of the University of California, 
on “The Part of Imports in Foreign 
Trade”; and James A. Farrell, president 


_of the U. S. Steel Corporation and 


chairman of the Foreign Trade Council, 
on “World Trade Today and To 
morrow.” J. A. H. Kerr, vice-president 
of the Security Trust and Savings Bank 
of Los Angeles, and P. M. Haight, sec- 
retary-treasurer International General 
Electric Company, New York, are 
among those who will preside over con- 
vention sessions. 

The use of sales service abroad to 
promote American products and of ad- 
vertising as an aid to foreign distributors 
will be featured by the merchandising 
sessions as special subjects on which ex- 
porters should keep up to the times. 
William Werckenthien, president of the 
Island Export Company of Baltimore, 
will speak on “Service as a Salesman” 
and David L. Brown, formerly manager 





690 


of the advertising department of the 
Goodyear Tire & Rubber Export Com- 
pany of Akron, Ohio, on “Advertising 
to Aid Foreign Distributors.” 

Credit insurance also occupies a mer- 


chandising session which is expected to 


Dr. Grovee G. 


be an interesting one. 


Huebner, professor of foreign trade at 
the Wharton School of the University 
of Pennsylvania, and author of standard 
books on insurance as applied to foreign 
trade, will discuss European practice in 
credit insurance and Joseph L. Thomp- 


JaMEs A. FARRELL 


President of the U. S. Steel Corpora- 
tion and chairman of the Foreign 
Trade Council, who will speak at the 
National Foreign Trade Convention. 


son, credit manager of the Yale & 
Towne Manufacturing Company, Stam- 
ford, Conn., will speak on “The Situa- 
tion in the United States.” 

The third merchandising session on 
instalment selling for export responds 
to a wide practice in instalment export- 
ing in the last few years and will be 
addressed by E. G. Simons, vice-presi- 
dent of the American Foreign Credit 
Corporation of New York City, on 
“Financing Methods” and by other 
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speakers on American instalment experi- 
ence in the foreign field. 

Each of these sessions will be followed 
by an hour or more of close questioning 
by the convention as all meetings wil] 
be open to all delegates. Special trade 
advisers will iron out personal questions 
in ensuing conferences, in addition to 
fifty members of the regular staff from 
every section and every industry of the 
country who will be present as usual. 

The graphic demonstration of modern 
communication, which will be a feature 
of the Get Together Dinner on the 
opening night, will be personally di- 
rected by Colonel A. H. Griswold, 
executive vice-president of the Postal 
Telegraph & Cable Company of New 
York. It will include a radio call from 
the banquet hall of the Lord Baltimore 
Hotel to ships throughout the Pacific 
Ocean, a land and ocean cable message 
round South America, marked in its 
actual transmission on a large map, 
cable messages to Shanghai, Manila, 
London and Paris, and a radio telephone 
address from Berlin by Ernst B. Fils 
inger, president of the Export Managers 
Club of New York, and vice-president 
in charge of sales of the Royal Baking 
Powder Company. 

After the convention, the delegates 
will be the guests of the United States 
Naval Academy at Annapolis on Satur: 
day, April 20, where, as guests of 
Admiral §. S. Robison, superintendent, 
they will review the cadets and later, 
accompanied by a corps of officers, in 
spect the Naval Academy. This un 
usual privilege is gtanted to this sea- 
faring convention as a tribute to its 
fifteen years’ stimulus to American 
maritime trade. 

The delegates will also see the port 
of Baltimore in action on a trip over 
Baltimore harbor on Thursday, April 
18, on board the harbor steamer Latrobe 
as guests of the Baltimore Association 
of Commerce. After the convention, 
they are also invited to view the ports 
of Wilmington and Philadelphia and 
the combined ports of Norfolk, Ports 
mouth and Newport News in Hampton 
Roads. 





COMING BANKERS’ CONVENTIONS 


ALABAMA BANKERS ASSOCIATION, 

Montgomery, May 23-24. Headquarters, 
Jeferson Davis Hotel. Secretary, M. A. 
Vincentelli, Montgomery. 


AMERICAN BANKERS  ASSOCIA- 
TION, San Francisco, September 30-October 
3, Executive manager, F. N. Shepherd, 110 
Fast 42nd street, New York City. 


AMERICAN INSTITUTE OF BANK- 
ING, Tulsa, Okla., June 10-14. Secretary, 
Richard W. Hill, 110 East 42nd street, New 
York City. 

ARIZONA BANKERS ASSOCIATION, 
Phoenix, October. Secretary, Morris Gold- 
water, Prescott. 


ARKANSAS BANKERS  ASSOCIA- 
TION, Little Rock, May 2-3. Headquarters, 
Hotel Marion. Secretary, Robert E. Wait, 
Little Rock. 

CALIFORNIA BANKERS ASSOCIA- 
TION, Sacramento, June 12-15. Secretary, 
Frederick H. Colburn, 627 Mills Building, 
San Francisco. 

COLORADO BANKERS ASSOCIA- 
TION, June 21-2. Secretary, L. F. Scarboro, 
Tabor Opera House, Denver. 


CONNECTICUT BANKERS ASSOCIA. 
TION, Swampscott, June 14-15. Secretary, 


Charles E. Hoyt, South Norwalk Trust Com- 
pany, South Norwalk, Conn. 


DISTRICT OF COLUMBIA BANKERS 
ASSOCIATION, Montauk Beach, L. I, 
Headquarters Montauk Manor. June 20-22. 
Secretary, W. J. Waller, Federal-American 
National Bank, Washington. 


EXECUTIVE COUNCIL, American Bank- 
ers Association, Biloxi, Miss., April 15-18. 
Headquarters, Edgewater Gulf Hotel. Execu- 
tive manager, F. N. Shepherd, 110 East 42nd 
street, New York City. 


FINANCIAL ADVERTISERS ASSO- 
CIATION, Atlanta, Ga., October 30-Novem- 
ber 2. Executive secretary, Preston E. Reed, 
231 South LaSalle street, Chicago. 


FLORIDA BANKERS ASSOCIATION, 
Pensacola, April 18-19. Headquarters San 
Carlos Hotel. Secretary, W. O. Boozer, 
Jacksonville, Fla. 


GEORGIA BANKERS ASSOCIATION, 


Atlanta, May 28-30. Secretary, Haynes Mc- 
Fadden, 101 Marietta street, Atlanta. 


"DAHO BANKERS ASSOCIATION, 
Twin Falls, June. Secretary, J. S. St. Clair, 
Boise City National Bank, Boise. 

ILLINOIS BANKERS ASSOCIATION, 

urora, June 19-21. Headquarters, Hotel 
Leland. S ‘retary, M. A. Graettinger, 208 
South LaSalle street, Chicago. 


INDIANA BANKERS ASSOCIATION, 
Evansville, September 11-12. Secretary, 
Miss Forba McDaniel, 310 Odd Fellow 
Building, Indianapolis. 


IOWA BANKERS ASSOCIATION, June 
17-19. Secretary, Frank Warner, 430 Liberty 
building, Des Moines. 


KANSAS BANKERS ASSOCIATION, 
Hays, May 22-24. Secretary, W. W. Bow- 
man, Hotel Kansan, Topeka, Kans. 


KENTUCKY BANKERS  ASSOCIA- 
TION, Paducah, June 20-21. Headquarters, 
Irvin S. Cobb Hotel. Secretary, Harry G. 
Smith, 705 Marion E. Taylor Building, Louis- 
ville. 


LOUISIANA BANKERS  ASSOCIA- 
TION, Charleston Hotel, Lake Charles, 
April 24-25. Secretary, G. R. Broussard, 
vice-president Bank of Abbeville. 


MAINE BANKERS ASSOCIATION, 
Poland Springs, June. Secretary, Edward S. 
Kennard; Rumford National Bank, Rumford. 


MARYLAND BANKERS ASSOCIA: 
TION, Hotel Traymore, Atlantic City, May 
22-23. Secretary, Charles Hann, secretary 
Merchants National Bank, Baltimore. 


MASSACHUSETTS BANKERS ASSO- 
CIATION, Swampscott, June 14-15. Secre- 


tary, George W. Hyde, First National Bank, 
Boston. 


MINNESOTA BANKERS ASSOCIA- 
TION, Minneapolis, June 17-19. Secretary, 
George Susens, 718 National Building, 
Minneapolis. 

MISSISSIPPI BANKERS ASSOCIA- 
TION, May 14-15. Secretary, George B. 
Power, Capital National Bank Building, 
Jackson. 

MISSOURI BANKERS. ASSOCIATION, 
Excelsior Springs, May 16-17. Secretary, 
W. F. Keyser, Sedalia. 

MONTANA BANKERS ASSOCIA- 
TION, Billings, July 19-20. Secretary, John 
Romersa, Box 619, Kalispell. 

MORTGAGE BANKERS ASSOCIA- 
TION, New Orleans, October 29-31. Secre- - 


tary, Walter B. Kester, 122 West Adams 
street, Chicago. 


NATIONAL ASSOCIATION OF MU- 
TUAL SAVINGS BANKS, Upper Saranac 
Lake, New York, June 5-7. Headquarters, 
Saranac Inn. 

NATIONAL FOREIGN TRADE COUN- 
CIL, Baltimore, April 17-19. Headquarters, 
Lord Baltimore Hotel. Secretary, O. K. Davis, 
India House, Hanover Square, New York. 

NEW ENGLAND BANKERS ASSOCIA- 
TION, Swampscott, June 14-15. 
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NEW JERSEY BANKERS ASSOCIA- 
TION, Atlantic City, May 16-18. Secretary, 
William J. Field, 15 Exchange Place, Jersey 
City. 

NEW MEXICO BANKERS ASSOCIA- 
TION. Las Vegas, April 26-27. Secretary, 
Mrs. Margaret F. Barnes, 724 First National 
Bank building, Albuquerque. 


NORTH CAROLINA BANKERS AS- 
SOCIATION, Asheville, June 25-7. Head- 
quarters, Grove Park Inn. Secretary, Paul 
P. Brown, Raleigh. 

NORTH DAKOTA BANKERS ASSO- 
CIATION, Minot, June 11-12. -Secretary, 
W. C. Macfadden, Fargo. 

OHIO BANKERS ASSOCIATION, Co- 
lumbus, May 22-24. Secretary, S. A. Roach, 
Huntington Bank building, Columbus. 

OKLAHOMA BANKERS ASSOCIA- 
TION, Oklahoma City, May 21-22. Secretary, 
Eugene P. Gum, 907-8 Colcord building, 
Oklahoma City. 

OREGON BANKERS ASSOCIATION, 
LaGrande, June 17-18. Secretary, T. P. 
Cramer, Jr., Lumbermen’s Building, Port- 
land. 

PENNSYLVANIA BANKERS ASSO- 
CIATION, Atlantic City, May 15-17. Head- 
quarters, Hotel Traymore. Secretary, C. F. 
Zimmerman, president First National Bank, 
Huntingdon. 

REGIONAL SAVINGS CONFERENCES, 
Birmingham, Ala., April 11-12; San Diego, 
Calif., April 24-25. 

RESERVE CITY BANKERS, Detroit, 
June 10-14. Executive secretary, Joseph J. 
Schroeder, Chicago. 

RHODE ISLAND BANKERS ASSOCIA- 
TION, East Providence, May. | Secretary. 
Edward A. Havens, cashier Mechanics Na- 


tional Bank, Providence. 
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SAVINGS BANKS ASSOCIATION OF 
NEW YORK, S. S. Volendam to Havana 
Cuba, October 25-November 3. Secretary, 
Paul W. Albright, 110 East 42nd street. 
New York City. ‘ 

SOUTH CAROLINA BANKERS ASSO. 
CIATION, Poirsett Hotel, Greenville, June 
18-20. Secretary, Henry S. Johnson, Co. 
lumbia. : 


SOUTH DAKOTA BANKERS ASSO 
CIATION, Rapid City, June 6-7. Secretary,’ 
George A. Starring, City Hall Building, 
Huron. 

TENNESSEE BANKERS 
TION, Nashville, May 9-10. 
Grady Huddleston, Nashville. 

TEXAS BANKERS ASSOCIATION, 
Galveston, May 14-16. Secretary, W. A 
Philpott, Jr., Dallas. 


UTAH BANKERS ASSOCIATION, 
Logan, June 21-22. Secretary, Carl R, 
Marcusen, Price Commercial & Savings Bank, 
Price. 


VIRGINIA BANKERS ASSOCIATION, 
Chamberlin-Vanderbilt Hotel, Old Point 
Comfort, June 20-22. Secretary, W. Scott 
Irby, Kenbridge. 

WASHINGTON BANKERS ASSOCIA: 
TION, Spokane, June. Secretary, J. W. Bris: 
lawn. 810 Alaska building, Seattle. 


WEST VIRGINIA BANKERS ASSO- 
CIATION, Bluefield, June 13-14. Secretary, 
Joseph S. Hill, Capital City Bank, Charles. 
ton. 

WISCONSIN BANKERS ASSOCIA: 
TION, Milwaukee, June 10-12. Secretary, 
Wall G. Coapman, 717 Caswell Block, Mil- 
waukee. 

WYOMING BANKERS ASSOCIATION, 
Lander, August 30-31. Secretary, Harry B. 
Henderson, First Joint Stock Land Bank, 
Cheyenne. 


ASSOCIA- 
Secretary, H. 


MOVING $2,500,000,000 IN THREE HOURS 


(Continued from page 687) 


belts and dumb waiters will 


checks and transit items. 


The automatic telephone central will 
is said to be 
the largest automatic switchboard in 


serve 1250 phones. It 


the world. 
The Continental Illinois 


carry 


Bank and 


18. There were no formal opening 
ceremonies. 

The bank’s statement as of March 
18, showed capital of $75,000,000, 
surplus of $65,000,000, undivided 
profits of $4,060,156, deposits of $868, 
019,729 and total resources of $1, 
162,977,947. Capital of the Cor 


Trust Company opened for business 
at 9 o'clock Monday morning, March 


tinental Illinois Company is $20,000, 
000. 





EXAMPLES OF RECENT BANK 
BUILDING OPERATIONS 


View of rectangular door installed by Herring-Hall-Marvin Safe Company, 

New York, and Hamilton, Ohio, in a branch office of the Chatham Phenix 

National Bank and Trust Company at 106th street and Broadway, New York. 

The frame of the door is of the interlocking channel type which ties in the 
entrance securely with the concrete structure. 
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Main banking room of the Parkway office of the East New York Savings Bank, 


Brooklyn, N. Y., looking toward the entrance. The height of the ceiling gives an 

effect of spaciousness and quiet dignity. This bank building is one of the most out- 

standing among those recently completed in Greater New York. It was designed 
by Holmes & Winslow, New York. 





The new State branch of the Manufacturers Trust Company of New York, 
at Eighth avenue and 43rd street. 


NEW STATE BANK BUILDING NOW UNIT 
OF MANUFACTURERS TRUST 


HEN it absorbed the State 
\X/ Bank and Trust Company 

recently, the Manufacturers 
Trust Company of New York acquired 
a new building, which had just been 
completed for the State Bank at the 
corner of Eighth avenue and 43rd 
street. This building is now occupied 
by both the State and the Longacre 
units of the Manufacturers Trust, 
which have been combined, and the 
latter transferred from its offices at 
680 Eighth avenue. 
_ The new building is of buff Indiana 
limestone, with a base of polished Con- 
way green granite. Panels of poly- 


chrome terra cotta relieve the monotony 
of the stone. Large windows on both 
the Eighth avenue and 43rd street sides 
afford ample light both for the’ main 
banking floor and the working space 
above it. 

The rear portion of the street floor 
is occupied by the vaults and safe de: 
posit department, manufactured and in 
stalled by Mosler Safe Company, Hamil- 
ton, Ohio, but on the Eighth avenue 
side and a front portion of the 43rd 
street side are rentable store spaces. 

The bank entrance is on Eighth 
avenue, and a flight of stairs leads to 
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NATHAN JONAS Harotp C. RICHARD 


Founder and president of the Manu- Chairman of the finance committee of 
facturers Trust Company of New the Manufacturers Trust Company, and 
York. formerly head of the State Bank. 


BP hs a a. > I, 


Banking room of the State branch, Manufacturers Trust Company of New York. 
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Safe deposit department of the State branch, showing the vault door. The 
vaults were manufactured and installed by the Mosler Safe Company, Hamil- 


ton, Ohio. 


the banking room. Its walls are of 
imitation limestone, and counters are of 
a dark Notre Dame marble. The 
tellers’ counters are on the north and 
west sides, with officers’ space in the 
front and cn the south side of the 
building. 

Above the banking room is a large 
working space, and on the roof a hand- 
ball court with showers, etc., for the 
employes. 

The acquisition of the State Bank was 
the fourteenth merger in which Manu- 


facturers Trust has taken part since it 


was established twenty-five years ago. 

Starting with a single office in the 
Williamsburgh section of Brooklyn, with 
a capital of $500,000, Manufacturers 
Trust has in twenty-five years become 
ene of the largest banking institutions 
in the country. Its present capital and 
surplus are more than $80,000,000, de- 
posits are more than $365,000,000 and 
total resources more than $450,000,000. 
Through its forty-six unit offices located 
in the principal business and residential 
centers of New York City, it serves 
more than 400,000 customers. 
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Nathan S. Jonas, the founder and 
first president of the company, is still 
serving the institution as president. 
James H. Conroy, the first secretary of 
the company, is now executive vice- 
president; Henry C. Von Elm is chair- 
man of the executive committee; and 
Harold C. Richard, former president of 
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YOU IN ON THIS! 
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the State Bank and Trust Company, is 
chairman of the finance committee. 

The forty-seventh office of Manufac- 
turers Trust Company will be opened 
in the early spring in the; new Tammany 
Hall building at Fourth avenue and 
17th street and will serve the Union 
Square section of the city. 


FLOURISHING 
CORPORATIONS 


From the Corn Exchange, published by the Corn Exchange National Bank 
of New York City. 





Main. banking room of the Claremont National Bank of New York, from the entrance. 
The safe deposit department is shown in the rear. 


CLAREMONT NATIONAL TWO YEARS OLD 


WO years ago the Claremont Na- 
tional Bank of New York opened 
for business in the Bronx section 
of New York City. Now, at the time 
of its second anniversary, with assets of 
more than five million dollars, it has just 
voted an increase in its capital from 
$400,000 to $500,000 and has made 
arrangements to establish a branch office 
in the neighhorhood of University and 
Tremont avenues. A year ago an in- 
vestment subsidiary, the Claremont In- 
vesting Corporation, began business. 
The bank opened for business on 
April 9, 1927, and the following year 
on April 9 its statement showed capital 
of $400,000, surplus of $120,000, de- 
posits of $3,343,033 and total resources 
of $4,066,867. On December 31, 1928, 
the date of its last statement, the bank 
showed deposits of $3,991,825 and total 
resources of $5,153,358. 
At a meeting of stockholders held 
recently to vote on the proposed capital 
increase, it was also decided to reduce 


the par value of the bank’s shares trom 
$100 to $25 each and to give each stock- 
holder four shares of the $25 par value 
stock in exchange for each share of the 
present $100 par value. Thus the 
bank will have 20,000 shares of $25 par 
value, and the capital increase will give 
each stockholder the right to subscribe 
to additional shares in the proportion 
of one new $25 share for each $100 
share previously held. 

The investing company started with 
an authorized capital structure of 40,000 
shares of cumulative participating no 
par value preferred stock and the same 
amount of no par value common stock. 
The issuance of this stock gave the com- 
pany $1,000,000 capital. This capital 
has since been increased by the issuance 
of 80,000 additional shares of common 
stock, designed to add $1,000,000 to the 
capital of the company. 

The investment company is similar to 
those operated in connection with many 
banks and carries on a general invest- 
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ment business. In the first quarter of 
its operation the. company earned its 
dividend requirements for the entire 
year, on the preferred stock then out- 
standing. It has regularly paid cumula- 
tive dividends at the rate of $1.25 a 
share annually on its preferred stock and 
at the rate of 75 cents annually on its 
common stock since October 1, 1928. 
Ira A. Schiller is chairman of the 
board of both the bank and the invest- 
ment company He is only thirty-six 
years of age, having been born in New 
York City in 1892. He was educated 
at the College of the City of New York 
and at St. Lawrence University of Law. 
In addition to his duties as chairman 
of the Claremont bank and company, 
he is a partner in the law firm of Boskey, 
Schiller, Marvin & Serling, a director 
of the Port Morris Bank of New York, 
and a director of the Northeastern 


Surety Company of New York. 

Mr. Schiller has made a study of domes- 
tic and foreign banking and has spent 
much time in Europe, studying the bank- 
ing conditions and customs of the coun- 
tries there with a view to adapting them 


Ira A. SCHILLER 
Chairman of the board of the Clare- 
mont National Bank and the Claremont 

Investing Corporation. 
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to the needs of their nationals in New 
York who might desire to negotiate busi- 
ness with relatives or friends in the 
country of their birth. 

Philip Pearlman is president of the 
bank, but his stock has been purchased 
by a group of directors and it is ex- 
pected that William J. Large, executive 
vice-president and cashier, will be ad- 
vanced to the presidency on the retire- 
ment of Mr. Pearlman. Mr. Large has 
had a long and varied banking expe- 
rience. For more than nine years he 
was with the State Bank, now merged 
with the Manufacturers Trust Com- 
pany; for five with the Bank of Coney 
Island. He has also spent five years as 
a Federal bank examiner; and has been 
a special bank examiner under J. W. 
McIntosh, former Comptroller of the 
Currency, in northern Tennessee. Mr. 
Large also served as vice-president of the 
Engineers Trust Company for four 
years. 

Mr. Large has been with the Clare- 
mont since January, 1928, and during 
that time deposits have increased ap- 
proximately two million dollars and 


© sianx-sto.ier 


WILLIAM J. LARGE 


Executive vice-president and cashier of 
the Claremont National Bank. 





THE BANKERS MAGAZINE 


Entrance to the safe deposit vault, manufactured and installed by Mosler Safe Com- 
pany, Hamilton, Ohio. 


depositors more than two thousand in 
number. 

The bank now has resources of over 
five million dollars and more than twelve 
thousand individual depositors. 


Directors of the bank include Senator 
Benjamin Antin, Thomas J. Dolen, Ben 


INVESTMENT 


Golden, William J. Large, Simon Kash- 
man, Gerson Levitas, Jacob Mirchin, 
Philip Pearlman, Phil Ravis, Ira A. 
Schiller, Alexander Selkin, Maurice 
Shapiro, Dominic A. Trotta, Albert H. 
Vitale and Julius L. Wolff. All are 


local business or professional men. 


AND FINANCE 


(Continued. from page 582) 


purchases of merchandise have acceler- 
ated the prosperity pace. 

Whatever may be the drift in busi- 
ness during the second half of 1929 it 
must now be pretty definitely established 
that corporate earnings in the early part 
of this year will run impressively higher 
than in the early part of 1928. Yet it 
will be a statistical fallacy to conclude 
that the same rate of improvement in 
profits can be maintained throughout 
the year. Even though the early 1929 
flow of earnings is maintained these will 
not make so favorable a comparison with 
1928 during the second half of this year 
as during the first half. The trend of 
profits was upward during the whole of 


last year. Comparisons with a year ago 
will be, therefore, more severe later on 
than now. 


WILL GOLD INFLUX RELIEVE MARKET? 


If the demand for funds from the 
stock market persists and if business is 
to maintain its high level of activity, 
relief to the money market must come 
from somewhere. Perhaps the most 
plausible of the solutions suggested by 
the financial district itself is that set 
forth by the authorities who expect an 
influx of gold. Certainly the large ex- 
cess of merchandise exports from this 
country emphasizes the burden placed 
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upon foreign countries to make pay- 
ments here. And since no offset to the 
trade position is provided through heavy 
foreign loan flotations at the present 
time the obvious suggestion is that 
sooner or later gold will come in. 

That this country will witness a re- 
versal in the gold movement during the 
current year is possible and perhaps 
probable but it is difficult yet to judge 
whether this movement will reach pro 
portions large enough to make important 
adjustments in the credit position. It 
is by no means certain for example that 
the central banks of Europe will allow 
gold to move out freely. 


DEAR MONEY VS. GOLD EXPORTS 


That European banks do not want to 
lose metal is well known. It may even 
develop that they prefer dear money to 
gold exports. Great Britain, much as 
she dreaded to stiffen money rates at a 
time when industry preferred ease, 
adopted the alternative of an increase 
in its bank rate to shipments of metal. 
The question then remains whether gold 
will be permitted in any large quanti- 
ties to flow from the vaults of the Euro- 
pean banks or whether instead these 
banks will through rate increases adopt 
restrictive measures to keep their metal 
at home. 

And it is not a very cheerful comment 
on this possibility that the Federal Re- 
serve Bank of New York recently issued 
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in connection with its Fourteenth An- 
nual Report when it said: “Current high 
interest rates on security loans in the 
United States are drawing funds from 
all over the world and placing pressure 
upon many of the foreign exchanges. 
This pressure has been accentuated by 
a decrease in foreign financing in the 
United States, and has become suff- 
ciently strong during the latter part of 
the year to draw gold from other coun- 
tries, and thus to be an influence toward 
higher interest rates abroad. These are 
conditions which if long continued may 
be expected to affect adversely the trade 
of..the world, and reduce the world’s 
power to purchase the products of this 
country.” . 


SITUATION CONFUSES RESERVE 


In some respects the Reserve officials 
find the present position in money more 
confusing than at any time since the 
organization of the System. While the 
wheels of industry continue to move at 
a record rate, and while the indication 
is that 1929 prosperity will hold, the 
rapid advance in stock prices has dis 
counted the best that can happen in 
many instances. As the yield on 
common stocks has dwindled, however, 
that on bonds has increased. Viewing 
the situation as a whole the time has 
come when investors, dependent on a 
fixed return, will find more bargains in 
bond descriptions than stocks. 
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SAFE | 
DEPOSIT 
Operation 
and 


Management 


THis volume aims to present, first, 

‘the historical background of the 
sate deposit department, with its 
development in this and other coun- 
tries; second, the construction of safe 
deposit vaults; third, the organization 
of the department, the selection of a 
manager, and the manner in which 
the vaults should be managed. 


Additional chapters concern them- 
selves with the ethics of the safe 
deposit department; methods of 


making it profitable; and means of 
advertising it, 


Great (tention is paid to the legal 
questions in which a safe deposit 


N. H SHERWOOD 


A Symposium on 
the best methods 
and policies, 
written by special- 
ists of ‘experience 


aang and reputation pyrene 


department may become involved. 
Just to what extent the department 
is held responsible, and the precau- 
tions it must take on account of this 
responsibility, are explained in full. 


If you would like to examine a copy 
of this book at your own desk, fill 


out and mail the coupon below. 


Bankers Publishing Company 

71 Murray Street, New York 
You may send me on approval a copy 
of “Safe Deposit Operation and Man- 
agement.” At the end of five days I 
will either mail you check for $5 or 
return the book. 





BOOK REVIEWS AND NEW BOOKS 


Recent Announcements of Other Publishers 


Bupcet ConTrRoL, What It Does and 
How to Do It. New York: Ernst 
& Ernst. 


How each part of the business budget 
should be prepared and the principles of 
its effective operation, together with a 
summary of benefits, are set forth in this 
forty-page book, which is a revised edi- 
tion of one published four years ago and 
which has been widely used for informa- 
tive and reference purposes. The im- 
portance of a well-ordered budget plan 
as a factor in good management and 
fortifying loans to business makes this 
volume of particular interest to bankers. 

The subject matter begins by defining 
the budget as “a plan for coordinating 
all forces and directing them toward the 
attainment of a definite objective. It 
estimates, in advance, the factors of 
time, volume and value necessary to 
produce a definite amount of sales and 
profit in a given period. It forecasts 
production, income, expenditures, finan- 
cing, profit and financial position. 


INVESTMENT TRUSTS AMERICAN Ex: 
PERIENCE. By W. H. Steiner. New 
York. Adelphi Company. $2.15. 


In the treatment of his subject in this 
book the author aims throughout at con- 
structive understanding; he seeks to ex- 
plain and to suggest, rather than to 
criticise. Mr. Steiner concentrates his 
attention on the American investment 
trust movement, discussing British prac- 
tice incidentally, in order to afford a 
clearer understanding of American de- 
velopment. The author divides his 
subject matter into the following chap- 
ters: What the Investment Trust Is; 
Rise of the Investment Trust in England 
and Scotland; American Trust Develop- 
ment; Investment Trust Types; Corpo- 
rate Type Trusts—Structure; American 
Trust Plans; Corporate Type Trusts— 
Investments; Corporate Type Trusts— 
Income and Its Distribution; Fund Par- 


ticipations; Fixed or Stock Conversion 
Trusts (Bankers’ Shares); Managed List 
Trusts; Some Variants of the Invest 
ment Trust; and, Investment Trust 


Regulation—Prospect and Retrospect. 


BANKERS BALANCES—A STUDY OF THE 
EFFECTS OF THE FEDERAL RESERVE 
SYSTEM ON BANKING RELATIONSHIPS, 
By Leonard L. Watkins, Ph. D. Chi 
cago. A. W. Shaw Company. $6.15, 


Tuis book received the first triennial 
award of $2500 offered every three 
years by the Chicago Trust Company 
for the best contribution to knowledge 
and advancement in the field of business 
development and the modern trust com- 
pany. Professor Watkins’ study of 
inter-bank deposits has three divisions— 
the relationships before the Federal Re- 
serve System, the relationships under 
the system, and a comparison of the 
two. The author carries his discussion 
of the influence of these relations, in 
cluding other matters as well as deposit 
and discount, on the general banking 
and credit position, into new 

His discussion offers those who have an 
interest in banking as a business bar 
ometer and a social influence a new 
impetus to thought. 


NEW BOOKS 


CaPITAL; A CRITIQUE OF POLITICAL 
Economy. By Karl Marx. A new 
and modernized translation by Eden 
and Cedar Paul. New York: In 
ternational Publishers. $3.90. 


FINANCIAL FARM-INDUSTRIAL RELIEF; 
THE SOLUTION OF FINANCING AMER’ 
ica’s Basic Inpustry. By Harty 
Morgan Phipps. Chicago: Clarke 
McElroy. 

SECURITY SYNDICATE OPERATION; OR’ 
GANIZATION, MANAGEMENT AND AG? 


COUNTING. By Arthur Galstom 
New York: Ronald Press. $4.15. 
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